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A LOOK AHEAD 





Business in the doldrums, employ- 
ment lags . . . what does the Gov- 
ernment intend to do about it? ... . 
‘Reflation comes back in the Wash- 
other 


ington vocabulary 


answers. 











REFLA TION is to be employed under Gov- 
ernment policy to lift the country out of 
the current depression. 


Private business and private individuals 
will have the first chance to ‘reflate” by step- 
ping up their expenditures this winter and 
in the spring. After that, unless the direc- 
tion of business is strongly upward, the Gov- 
ernment will endeavor to take over the refia- 
tion job. 

Chances are heavily weighted against “re- 
flation” through new business borrowing and 
spending. Forces at work in business and in- 
dustry are strongly deflationary. These 
forces include: unemployment, idle plant ca- 
pacity, rigid prices in key industries and 
fixed charges on a debt total that was not 
heavily liquidated after 1929. 


Result is that chances are equally weighted 
in favor of “reflation” through action by the 
Government. 


On the cards are the following: 

Some step-up in WPA outlays, a definite 
increase in armament expenditures, and an 
easing of terms for those wanting to borrow 
to build small homes. 

IN THE BLUE PRINT STAGE 

In the planning stage now are the follow- 
ing: 

A method for even more direct Government 
stimulation of housing, a method for using 
the machinery of government to stimulate 
loans to small and medium-sized business en- 
terprises, a method for using the funds that 
could be made available by releasing steril- 
ized gold and by utilizing old-age reserve 
accumulations. 


Emphasis now is off of direct, large-scale 
Government pump-priming expenditures. 
Emphasis now is on use of Government credit 
to backstop and encourage investment and 
spending of huge privately-held money re- 
serves. 


The President may be expected to continue 
to seek cooperation of business men. Ac- 
ceptance by him of purchasing power theory 
of recovery fits in with his past pronounce- 
ments. 


But Mr. Roosevelt shows more and more 
that the Government's cooperation with busi- 
ness must be on his terms. 


Congress probably will become more and 
more amenable to suggestions from the White 
House. A combination of recession in busi- 
ness and approaching primary elections 
strengthens the hand of the Executive and 
lowers Congressional resistance. 


WHAT LIES BEFORE CONGRESS 

Immediately ahead in Congress are the fol- 
lowing : 

Approval of a new farm control bill that 
meets closely the wishes of the Administra- 
tion. 

Approval of an amended Housing Admin- 
istration Jaw that fulfills the Administration 
request, without hamstringing amendments 
to require prevailing wages. 

Start of House action in rewriting corpo- 
rate income tax jaw to ease the levy on cap- 
ital gains and on undistributed corporation 
earnings. 

Uncertain, at the present time, are the fol- 
lowing: 

Revision of anti-trust laws to meet White 
House ideas. 

Reorganization of the administrative arm 
of the Government to fit in with Presidential 
recommendations. 


Determination of future relief policy, with 
chances strongly favoring a continued WPA. 


Launching of a new and enlarged program 
of Jand and naval armaments, with chances 
strongly favoring approval. 
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Hourly Wages of Factory Workers 





MILLIONS 


OF 


WORKERS 








Highest in History But Jobs Dwindle 


+ that manufacturing industries had fewer jobs 


HE man with a job in an American manu- 

facturing industry saw the wage he re- 

ceived for an hour’s work shoot sharply higher 
in 1937. 

At the same time, this man with a job saw 
the number of hours that he worked grow fewer 
in number and the total of jobs in industry grow 
sharply less. 

On the one side were the highest average 
hourly wages in history for workers with jobs 
in manufacturing industries. On the other side 
were fewer jobs to be filled at these higher 
wages, resulting in very much smaller pay 
rolls. 

The rise that occurred in hourly pay and the 
decline in total employment is shown graphi- 
cally in the pictogram at the top of this page. 

Figures are those of the Bureau of Labor 
Statistics of the Department of Labor. 

They show that when the elevator of wages 
started up in December, 1936, the hourly rate 
The rise was steady, reaching 
This represented 


was 59.4 cents. 
66.6 cents in December, 1937. 
an increase of 12.2 per cent and was described 
as among the fastest rises ever recorded. 


HOW JOBS FADED AWAY 

Ups and downs of the elevator of employment 
were less regular. 

There was a rise early in the year, reaching 
a top of 8,556,000 in May. Then not much hap- 
pened until November when there was a pre- 
cipitate drop, carrying the total down more than 
one million in two months. Pay rolls plum- 
meted even faster, falling more than 20 per 
cent in those two months. 

This situation received Presidential attention 
on Jan. 25. 

Reports had reached the White House that 
some manufacturers were ordering a drop in 
the level of hourly wages. The President op- 
posed this tendency to go back over the wage 
level passed during the year. 

Instead of cutting wages, President Roose- 
velt held, manufacturers should cut prices to a 
point that will enable workers to buy more of 
their products. 

There is a question, now being debated hotly 
inside the Government as well as outside the 
Government, whether there is a close relation- 
ship between the fact that hourly wages in in- 
dustry rose rapidly in 1937 and the fact that 
employment in industry dropped precipitately 
at the end of 1937. 

One side contends that the sudden spurt in 
hourly wages forced industry to make a sharp 
price increase for its products, thereby making 
it harder for people to buy those products. 


The point of this group is that the increase | 


+ of 7.2 cents an hour in manufacturing was an 


average increase. The increase in particular 
industries very much greater than the 
average. In other industries there was no in- 
crease at all. Fewer than half of the workers 
in industry and in trade and agriculture shared 
in the pay rises. 
EFFECT ON GENERAL BUYING 

Workers who did not get an increase found 

it harder to buy the clothes and the shoes and 


was 


the automobiles and the houses produced by 
those who did get an increase in wages that 
then was passed on in the form of a price in- 
crease. The result was that fewer goods were 
sold and fewer goods needed to be produced so 
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to give. 

The other side agrees that only a portion of 
the country’s workers received a pay increase. 
't also agrees that when prices are raised the 
workers who did not get a pay increase cannot 
buy as much as before. 

But at this point the argument starts. 

According to the 
dent’s view, if industry had raised prices only 


those who share Presi- 
enough to cover the increase in wages the total 
purchasing power of the country would not have 
been diminished. The claim here is that in- 
dustry raised prices much more than enough 
to meet its added costs, thereby narrowing pur- 
chasing power and precipitating a recession. 
To get the employment rising 
again, this side contends, industry now should 


elevator of 


take a chance and lower prices without lowering 
wages, finding its profit in a larger volume of 
production and sales. 


PAY ENVELOPES GROW THINNER 

Whichever side is right, the facts show that 
workers very definitely have fewer dollars in 
their pay envelopes with which to pay the 
higher prices for goods that still are prevailing. 

In each week of November, 1937, workers 
in those establishments reporting to the Bureau 
of Labor Statistics, had $25,900,000 less money 
in their weekly pay envelopes than during Oc- 
And in December they had $17,600,000 
than 


tober. 
less money in the weekly envelope 
they had in November. 


This means a decline in manufacturing in- 


pay 


dustry pay rolls of more than 15 per cent in 
two months. Those pay rolls now are nearly 6 
per cent lower than they were one year ago 


when the sharp wage rise sterted. 


HIGHER RATES; LESS MONEY 
The result is that workers are making less 
money at high hourly pay, on an 
average, than they made at the lower rates of 
1936. This is due to the fact that fewer are 
working and those who are working are em- 
In re- 


rates of 


ployed, on an average, for shorter hours. 
porting industries alone, on an annual basis, the 
deflation in wages amounts to nearly two and 
one half billion dollars. 

The problem now is to get the elevator of em- 
ployment rising again. 

Debate now under way concerns whether that 
rise can be started with a cut in prices or a cut 
in wages or both. 

(See “The Question of the Week,” Page 
leaders and 
President’s views on 


7, for opinions of business 
economists on the 


high-wage levels.) 
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The March of the News 


IN NATIONAL AFFAIRS 





No more debate on the lynching 
bill... .. No more clogging of the 
legislative machinery by a sectional 
and political imbroglio, at least for 


the present.... Other legislation 
has a chance now.... And there 


arises talk about a bigger navy as 
troubles in the Far East begin to 
throw some shadows on the skies of 





domestic controversy. 











1 aoe Senate’s refusal, by vote of 51 to 37, to 
invoke the seldom-used cloture rule to 
break the filibuster, apparently dooms the 
anti-lynching bill and enables the Senate to 
turn to other legislation, especially housing. 
The President continues to grapple with 
His formal state- 
ment made at a recent press conference that 


the depression problem, 


he opposes any wage reductions in industry 
makes it clear that he believes the key to re- 
covery is in increasing the purchasing power 
of the working population. 

Mr. Roosevelt says that mass production in- 
dustries can lower prices of their products 
and get the volume up to a profitable point 
without lowering wages. 


This is his indirect answer to the statee 
ment of President Fairless, of United States 
Steel, made before the Senate Unemployment 
Committee that steel prices cannot be reduced 
without cutting wages. . 


Fearing that Mr. Fairless’ statement meant 
a probable wage cut in the steel industry, 
John L. Lewis, the C. I. O. leader, replies 
that labor will fight “with every weapon” 
against either wage or price reductions. 


CONFERENCE OF LITTLE FELLOWS 

“Small business” men, five hundred strong, 
are heading for Washington on invitation of 
Secretary of Commerce Roper, to tell the 
Government what they think is wrong with 
The gathering is set for Feb. 2. 

Mr. Roper defines a “small business” as a 
business with an annual turnover of less than 
one million dollars. The President will re- 
ceive a limited committee selected from their 
number by the “small business” men them- 
selves. 

Congress continues to make slow progress, 


business. 


[Continued on Page 3.] 
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~—Wide World 
END AND BEGINNING ° 
As the former Queen of the Sea—the “Levia- 
than”—sails to Scotland to be converted into scrap, 
the President calls on Congress to enlarge the 
nation’s war fleet—just in case.... 
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Dollars For Defense; 


RecordArmsProgram | 





This Congress may do down into 
history as the Congress which made 
possible construction of an Ameri- 
can Navy “second to none.” What 
the President’s new national de- 
fense program means in terms of 
naval and military strength. 











HE United States has embarked on the largest 
peace-time naval and military expenditures 

program in its history. It exceeds even the 
record naval program of 1916 when Congress, 
prodded to acton by the Great War raging in 
Europe, authorized building of 144 warships. 

Programs for ship construction now before 
Congress and ship building now under way will 
give this country 156 new fighting vessels. 

Billion No. 1 for national defense appeared on 
the Capitol Hill scene early in January when 
President Roosevelt in his budget message asked 
for a billion dollar appropriation for this pur- 
pose 

Billion No. 2 made its bow in the legislative 
chambers Jan. 28, promptly after the President 
informed Congress of his desire for additional 
appropriations for the Army and an increase of 
the authorizations for increases 
the Navy. 


20 per cent in 
and replacements in 

Quickly after the receipt of the message in 
Congress, Representative Vinson (Dem.), of 
Georgia, chairman of the House Naval Affairs 
Committee, introduced a bill calling for authori- 
zation of an $800,000,000 warship construction 





program. (Full text of the President’s message 
on Page 5 

The bill provides for authorization of con- 
Struction on 69 vessels totaling 400,662 tons or 
nearly as much tonnage as was built during all 


the years between 1922 and 1936. 


3,000 NAVAL PLANES 


Construction is authorized in the measure for 
47 new war including three dreadnaughts, 
1,000 additional airplanes, 22 auxiliary vessels 
and an increase of 1,200 officers and 20.000 en- 
listed men in the Navy would be required The 
additional airplanes would give this country 
3,000 naval airplanes, more than the entire air 
force of many large European countries 

What the proposed naval building program, 
plus the warship construction already provided 
in the Navy appropriation bill passed by the 
House, plus the construction already going on 
may mean to the naval combat strength of this 
country is illustrated by this comparison: 

Only 113 modern warships totaling 869,230 tons 
are owned by the United States today. 


DOUBLING THE FIGHTING FLEET 

A total of 156 new ships totaling 800.332 tons, 
or another modern fleet almost as large as the 
existing one, will be provided this country by the 
proposed construction and the building program 
already under way at shipyards. 

However, between now and 1942, considered the 
probable date of the program’s completion, seven 
of our ca: Ips as well as a number of 


1] have become over-age, so part 


nips 
Ds, 















Smaller shi 





of the addition to the fleet will be needed to re- 
place ships now in the “modern” or “under-age” 
category 

In comparison, with naval requirements the 


additional equipment asked for the Army will 
cost only a small amount Approximately $24,- 
000,000 was asked for Army anti-aircraft weapons, 
Munitions reserves and munitions manufacture 
and for added enrollment in the enlisted reserve. 

Necessity for the armaments program, pointed 
out Mr. Roosevelt in his message, arises from the 
fact that “our national defense is, in the light 
of the increasing armaments of other nations, 
inadequate lor purposes of national security and 
Tequires increase for that reason.” 

In spite of the higher costs of production of 
ships, guns and planes in this country because of 
higher American wages, added Mr. Roosevelt, the 
proportion of the cost of national defense to 
national income in America is “far lower than in 
the case of any other great nation.” 

And so the United States, after many fruitless 
years of effort to get other countries to reduce 
armaments and “to establish at least the prob- 
ability of world peace” soon may find itself em- 
barked in the world’s great arms race. 
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Planners and Politicians Astir in Private 
Over Spending, Lending, Power Policies 


Members of the Business Ad- 
visory Council, after conferring 
with President Roosevelt, got 
further insight into New Deal 
policies and thinking from Mar- 
riner S. Eccles, Chairman of the 
Federal Reserve Board. He 
talked at an offfthe-record con- 
ference in terms of a need for 
Government action unless the 
business outlook becomes more 
promising. He is on the spend- 
ing side. 

oe 
General expectation is that the 
Senate will go further than the 
House in modifying the undis- 
tributed surplus tax. 

oi © 


Legislation on banking holding 
companies is being drafted; but 
it has not been decided whether 
to allow the companies five years 
or less to work out the problem. 
Sentiment appears to favor a 
five-year provision. 

xe * 


There are rumors that Chairman 
Arthur E. Morgan, of the TVA, 
has written a blistering minority 
statement in connection with the 
annual report of that agency. It 
has not been published. 


x * * 
The dispute over public acquisi- 


tion of Commonwealth & South- 
ern power facilities in Ten- 








nessee has stirred up a political 
row in the State between fac- 
tions wishing to contro] the pa- 
tronage. One group favors Fed- 
eral purchase so funds may con- 
tinue to come from Washington, 
and patronage be distributed 
from here. The other prefers 
State purchase so patronage can 
be controlled in the State. 


x~** * 


Benjamin Cohen, of the famed 
team of Corcoran and Cohen, is 
reported to be doing the actual 
drafting of anti-trust law 
changes to be recommended by 
the White House. Friends un- 
derstand he wants to outdo the 
loophole plugging job that he 
did in drafting the Utility Hold- 
ing Company Act. 
~*~ * * 


Thomas G. Corcoran, the other 
member of the team, is lying low, 
so far as publicity is concerned, 
but is nevertheless active. He 
sees eye to eye on anti-trust ques- 
tions with his friend, Robert H. 
Jackson, nominated to be Solici- 
tor General. 


x kk 


The President has been reminded 
that three Government agencies 
are engaged in promoting install- 
ment selling such as that which 
has worried him in the auto- 
mobile field. It has been pointed 


+ 





out, too, that two Government 
agencies warned some time ago 
against installment selling ten- 
dencies. 


*~ * 


Jesse H. Jones has suggested to 
the White House that, if the Ad- 
ministration is interested in 
creating Government machinery 
to make loans to small industry, 
the RFC which he heads is set 
to swing into action, The RFC 
at present is in the process of 
liquidation. 


x~* 


Half a dozen plans for small 
Government loans are being con- 
sidered. The President is ex- 
pected to communicate with 
Congressional leaders on the 
subject very soon. 


x~x«re 


Senators say a general investi- 
gation of the Department of the 
Interior may be undertaken. The 
nomination of Ebert K. Burlew 
to be Assistant Secretary aroused 
resentment among some who 
felt the nomination should have 
gone to a man from the West. 


x * 


The Federal Trade Commission 
is reported not to want to do the 
investigating of the TVA, as 
proposed in the Norris resolu- 


tion. The ground is that one 


+ 








agency of Government should 
not be called upon to investigate 
another. Inquiry by Congress, 
as asked in other resolutions, 
may be the result. 


x *«* * 


Mr. Jackson’s nomination to be 
Solicitor General has raised a 
question whether he will pursue 
his reported ambition to run for 
Governor of New York. Feeling 
about his running is divided in 
the Administration., Some of- 
ficials are Jining up against him. 


x * * 


Friction between Secretary 
Ickes and Charles West, Under 
Secretary of the Interior, is re- 
ported to be affecting morale in 
the Department. 


xk 
The government economist who 
is said to be in highest White 
House favor at this stage is Isa- 
dor Lubin, commissioner of la- 
bor statistics. 

x ke 
Friends of Rear Admiral Emory 
S. Land, of the Maritime Com- 
mission, are passing the word 
that they expect him to succeed 
to the Commission Chairman- 
ship. These sources would not 
be surprised to see Rep. Richard 


‘J. Welch, of California, named 


to the vacancy on the Commis- 
sion. 
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Two Birthdays . . . Big Business and Dimes Occupy 
White House ... A Roosevelt Straw Vote 


* dian Eddie Cantor's creation, the “March of 


HE sun slanting through the window behind + 
Franklin Delano Roosevelt made a rich blue 
of the smoke from his cigarette, made an ir- 
regular pattern of shadow on the mimeographed 


paper in front of him. 


The document, he explained, spoke for itself. 
That it did with all of its seven specific national 
defense recommendations and one general rec- 
ommendation dealing with the prevention of 
profiteering in the event of a possible war. 

A half mile away the same slanting sun caught 
the eccentric dance patterns of dancer Ray Bol- 
ger, hoofing his way through a new set of steps 
set to the jingle “Happy Birthday to You.” 

Dizzier and dizzier grew the pace, more com- 
At the week end, thou- 
sands of couples waltzed, fox trotted, big appled 
birthday ball- 
rooms so that thousands of youngsters could 


plicated the patterns. 
their way around Presidential 


some day be able to walk. 
A DECLARATION 
AGAINST CUTS 

IN WAGE RATES 


tion was becoming “iffy.” 


Amusing sidelizht of 


machine for the correspondents. 


quantities. 


More conservative in 
tempo were events at the 
Executive Offices, 
in the week Mr. Roose- 
velt carefully adjusted his glasses, sat without 
vest, coat open, and read his now well-publi- 
cized prepared statement on wage and price 
cutting. As he read, his broad, blue-striped tie 
kept time in easy bobs up and down. 
once in a while he would raise his eyes from 
the page and digress, once to remark that it was 
prepared in words of one syllable. He finished 
his recapitulation of his industrial pelicy, in his 
familiar speaker's platform delivery. Newspaper 
men, when they pressed for details, were gently 
reprimanded with the remark that the conversa- 


the formality with 
which the statement was delivered was the Pres- 
ident’s request to Secretary “Steve” Early to 
have the statement run off on the mimeograph 
Ten minutes 
later, as the press filed out of the President's 
office, the statement was ready, and in abundant 
Little doubt there was that the | 
statements had been ready for some time before 
the President sent his secretary pushing through 
a tightly packed crowd of correspondents. 


Robert H. Jackson 


Early 





(left), 
President to the Solicitor General’s post, made 
vacant by appointment of Stanley Reed to the 
Supreme Court, shown with Benjamin Cohen, 
after a White House conference at which it was 
believed anti-monopoly recommendations to be 
embodied in a special message to Congress were 


tional 


velt.” 


—Harris & Ewing 


TWO AGAINST THE TRUSTS 


nominated by the 
marked 











Every 


sage to Congress. 


714 pounds. 


gratulations. 





MARCH OF DIMES 


| 
projected. | 
| 
} 


around projected anti-monopoly recommenda- 
tions which will be embodied in a special mes- 


Extra special was his message to those mem- 
bers of the press who spend their working hours 
following him about with poised pencils. 
riedly called from their press room at the White 
| House one day, they came trooping into the 

President’s office for big news. 
The proverbial proud father, vet- 
eran White House correspondent “Tommy” Ed- 
munds, was the recipient of the President’s con- 


Years from now, one child can boast that her 
arrival was important enough to cause the Chief 
Executive to drop the affairs of state long 
enough to have the news gatherers know he con- 
sidered her big news. 


Meanwhile news of an- 


Hur- 


It was—all of House. 


paign. 


Dimes,” those ten-cent contributions to the Na- 
Foundation for 
flooded official correspondence, necessitated the 
calling in of additional help to extricate Gov- 
ernment business from the contributions. 

Hundreds of miles away, clerical workers of 
| the American Institute of Public Opinion, af- 
ter thumbing through a flood of questionnaires, 
discovered a birthday bouquet for the President 
in the fact that the majority of persons inter- 
rogated think Franklin Delano Roosevelt will 
be considered greater than his cousin Theodore 
Roosevelt fifty years from now. 

Big News and Little News: 

Made public was a refund of more than $1,000 
to a taxpayer listed as ‘Hon. Franklin D. Roose- 
Pleasant news for any taxpayer, even if 
he is the President. 

Rolling up to the White House front door in 
a smart automobile, one of two lady passengers 
handed an envelope to a doorman. 
“For President Roosevelt.” 
tained a check for $500, to be used for the in- 
fantile paralysis fund. 


A YOUNGER MAN 
AS SUCCESSOR 
TO PRESIDENT? 
versed with Mr. Roosevelt “over a lunch tray.” 
Writing in Collier's, Author Wells described 
the President as believing that a younger man 
—one “better equipped to meet the urgencies of 
possible warfare’—should succeed him in 1940, 

Saturday night found members of the Presi- 
dent’s own “Cuff Links Club” among the few 
guests invited to the birthday party at the White 
“Cuff Linkers” are those early friends 
and press correspondents who traveled with Mr. 
Roosevelt during his Vice Presidential cam- 
Why cuff links? 
ble way of demonstrating the bond of good fel- 
lowship. 

From members of the 
Expedition a set of 32 maps and charts of the 
proposed Pan-American Inter-Continental High- 
way. From U. S. Court of Customs and Patent 
Appeals Justice Joseph R. Jackson, a print en- 
titled “Sovereign of the Seas.” From the Amer- 


Infantile Paralysis, 


It was 
It con- 


During a recent visit 
to the U. &. A. H. G. 
Wells, who _ authored 
“Things to Come,” con- 


Simple—just a tangi- 


Brazilian Highway 


Not so crowded, and for a good reason, was 
the President’s office one afternoon during his 
conference with his newly appointed Solicitor 
General Robert Jackson and legislative drafter 
Benjamin Cohen. Presumably, talk revolved 


other sort was in the 


OVERWHELMS : , 

WHITE HO making in another part 
USE of the Executive Man- 

sion. Tens of thousands of letters all but 


swamped White House office workers, as Come- 





ican Legion Auxiliary, a set of Naval print 
plates commemorating exploits of American 


naval heroes. 
From the President to Congress a set of blue- 
prints for floating fortresses. Derek Fox, 














Harris & Ewing 
PROBLEM OF MARITIME LABOR 
Appearing before the Senate Labor and Com- 
merce Committee, of which Senator Hiram John- 
son (right), is a member, Maritime Commissioner 
Joseph P. Kennedy (left), declares that union 
opposition has failed to shake his belief that a new 
method for handling maritime problems is neces- 
Sary. 





Wewsgrauz * 
A Revolt For Peace: 
Unions New Woes 





Seven million workers hope for peace 
among labor's unions, but there is 
no peace. Will they force their 
leaders to compromise and end the 
C. |. O.—A. F. of L. war? There 
are rumblings of rank-and-file re- 
volt in both camps in the interest of 
amity. Latest developments in the 
complicated struggle. 











‘ALLS for “peace—peace with honor” still echo 
C within both the American Federation of La- 
bor and the Committee for Industrial Organiza- 
tion 

Both William Green and John L. Lewis have 
stated their terms afresh, simplifying the form 
in which the issue is phrased but making no es- 
sential compromises upon that issue. 

“If the A. F. of L. wants peace,” declared Mr. 
Lewis to a cheering United Mine Workers con- 
vention in Washington, “I will recommend to the 
4,000,000 members of the C. I. O. that on the first 
day of February they march into the A. F. of L. 
horse, foot and dragoon, if the A. F. of L. will is- 
sue charters to the C. I. O. unions and later call 
a convention to arrange the details. 

“If that be not pleasing to the A. F. of L., we 
offer the alternative proposal that on the first 
day of February the A. F. of L. unions march into 
the C. I. O., horse, foot and dragoon, receive 
charters, and hold a convention later to arrange 
details.” 


MR. GREEN REJECTS PLAN 

Scorning that suggestion, Mr. Green in Miami— 
where the executive council of the Federation was 
meeting—reiterated the position of the A. F. of L. 
and charged Mr. Lewis with the responsibility of 
rejecting it and thus wrecking the formal peace 
negotiations which were discontinued last month. 

“Our final proposal,” he said, “was that a set- 
tlement first be made of the grievances of the 
nine or ten unions which originally left the A. 
F. of L. to form the C. I. O., then that committees 
be appointed representing organizations affiliated 
with the A: F. of L. and the C. I. O. functioning 
in the same jurisdictions to reach a settlement 
of their differences and provide for a merger. 

“It was also provided, in order to avoid charges 
against the nine or ten original C. I. O. unons 
that they had deserted their colleagues, that 
they would remain outside the A. F. of L. pend- 
ing the settlement of differences between the 
newly chartered C. I. O. unions and unions within 
similar fields in the A. F. of L. Once this was 
done, all were tc come into the A. F. of L. without 
stipulations, conditions or penalties. 

“That offer still stands.” 

According to Mr. Green, the C. I. O. negotiators 
accepted the proposal but Mr. Lewis vetoed it. 


UNIONS’ CONTROL AT ISSUE 

There is reported to be fear on the A. F. of L. 
side that unconditional ineorpceration of the C. 
I. O. unions within the A. F. of L. might give the 
newer organization a balance of power in councils 
of the older. It has been suggested by observers 
that Mr. Lewis was aware of this in making his 
offer; that he had vetoed the A. F. of L. proposal 
for the very reason that it would permit cone 
tinued control of the labor movement by those 
who were unfavorable to industrial unionization 
in the mass production industries. As Mr. Lewis 
put it, to accept the offer would have been to bee 
tray the interests of the newer C. I. O. unions. 

As seen from the A. F. of L. standpoint, the 
absence of preliminary understandngs might 
merely transform the dissension now existent 
between the organizations into dissensions within 
the Federation. 

Meanwhile events within both groups carried 
the possibility of a shift in the center of gravity, 
One union weighed the question of transferring 
allegiance from one camp to the other while 
others appeared to waiver in their group loyalty. 
Alternately, the threats of such shifts might ex- 
ercise an influence for peace. 

Despite the new peace offers, the impasse re- 
mains. But on one point both groups united last 
week—in opposition to the proposed investigation 
of the Labor Board by the Senate Judiciary Com- 
mitee. (See The Labor Week, page 11.) 
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[Continued From Page 1.] 


The .og jam in the Senate shows 
signs of breaking up. The hous- 
ing bill conference report, which 
the House already has adopted, is 
ready for action in the Senate. 
Although the conference report 
has privileged status, leaders 
hitherto have delayed calling it 
up for fear that the filibustering 
Senators would subject the re- 
port to prolonged debate as part 
of their strategy to defeat the 
anti-lynching bill. 

Already confronted with the 
necessity of finding solutions for 
grave domestic problems, Con- 
gress is now asked, by the Presi- 
dent, to consider the question of 
our national safety. 


In support of his seven-point 
defense program, revealed in a 
special message, Mr. Roosevelt 
says our present national defense 
is, ‘in the light of the increasing 
armaments of other nations, in- 
adequate for purposes of national 
security.” 

Authorization for a flat 20 per 
cent increase in naval strength 
is the President’s major recom- 
mendation although his program 
provides for strengthening other 
defense agencies. He asks Con- 
gress to appropriate sufficient 
money to permit the Navy to 
start huilding two battleships 
and two cruisers this year. 


This is in addition to the two 
battleships provided for in the 
Naval appropriation bill which 
already has passed the House and 
awaits Senate action. 


In response to the President's 
message, Chairman Vinson, of 
the House Naval Committee, in- 
troduces a bill asking Congress 
to authorize an $800,000,000 de- 
fense program calling for 47 new 
combat ships, including three bat- 
tleships, two new aircraft car- 
riers and eight cruisers. 


The committee is to start hear- 
ings on the bill immediately. 
If Congress “authorizes” this 
construction it will then be called 
on to appropriate only for the 
ships to be started immediately. 

Although the President's mes- 
sage emphasizes that “adequate 
defense means ... we must keep 
any potential enemy many hun- 
dred miles away from our con- 
tinental limits” some members of 
Congress, who are not convinced 
of the need of increased naval 
forces, ask if national defense 
means “battleships 600 miles up 
the Yangtse River in China or no 
farther than Hawaii.” 


Disclosure by the State De- 
partment that new protests have 
been made to Japan because of 


States News 
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WJQKISGELAIs PRESIDENTIAL POLICIES 
IN THE MAKING—BEHIND THE SCENES 


| age and over again t 
is heard, inside the 
and outside 

Who 


government 


now is advising the Presi- 
dent? Where are the ideas coming 
from that serve the basis for 
White House policy? How does any 
President keep abreast of develop- 
ments as complicated and 
moving as those the 
And what of the cabinet? 
Day after day, Mr. Roosevelt is 
confronted with vexing depression 


as 


as fast 


ot present? 


he question the White House decisions on par 


ticular matters of policy. Yet often, 
decisions and pronouncements by the 
President are found to have been a 
surprise to those who normally ad- 
vise him on the subjects covered 

For example: 

President Roosevelt on Jan. 25 is- 
sued to newspapermen an important 
statement on the subject of wages 
and prices in industry. That state- 
ment of Administration policy was 
not written,*so far as can be deter- 








Who are the “powers behind the throne” nowadays? ... Ad- 


visers come and go at the White House. ... 


No particular 


individual holds sway but the favorites whose advice is taken 


vary with the problems and the tides of policy... . 


Some 


glimpses of the Inner Circle at the Executive Offices. 





problems. 
White House doorstep. So are farm 
problems. There is foreign policy to 
guide in a period of stress. The fate 
of important public utilities is to be 
determined. Newspapermen must be 
dealt with twice a week. Business 
men want a hearing and clamor for 
a clear statement of government 
policy. 

Congress and its troubles demand 
attention. So do the political squab- 
bles in the party organizations of 
Illinois and Tennessee, and other 
states. Political ambitions of “lose 
associates must be encouraged or 
discouraged. A multitude of impor- 
tant issues press in daily on the 
White House. Yet social affairs can- 
not be neglected. 

One of Mr. Roosevelt’s associates 
remarked the other day: “What this 
country needs is three full-time 
Presidents.” 


CENTER OF THE CIRCLE 

As it is, one President today de- 
termines the direction of al]-impor- 
tant economic policies, financial pol- 
icies, foreign policies and political 
policies in their multitude of detail. 

Diligent inquiry from sources that 
should know reveals that the Presi- 
dent’s Cabinet, made up of the heads 
of the major permanent departments 
of government, figure little in the 
determination of broad general pol- 
icles. Cabinet meetings do not as a 
rule take up the vital questions 
with which the President is wrest- 
ling. Close Presidential advisers in- 
clude only a relatively few members 
of the Cabinet. 

Rather, the names that bob 
up most frequently in White House 
affairs run like this: Corcoran and 
Cohen, Ickes and Jackson, Hull and 
Wallace, Eccles and Morgenthau, 
Richberg and Draper, Hopkins ance 
Douglas, Norris and La Follette, Lu- 
bin and Leahy. 


ADVICE FROM MANY SOURCES 

But a multitude of other name: 
have their part in the day-to-day 
functioning of the President’s of- 
fice. So far as can be determined 
no one person has anything ap- 
proaching a monopoly of Presiden- 
tial attention. Some do dominate 
repeated and continued outrages 
against American citizens and 
property in China coincides with 
publication of the President's 
message, although there is no of- 
ficial confirmation that the two 
are in any way related. 








of the forty-eight States. 





C. G. MARSHALL, Managing Editor 


Epwarp J. Durry 
Frep A. EMERY 


Victor WHITLOCK, Vice President 


Geroxce W. Bryan, Business Manager 





New York 
30 Rockefeller Plaza 
Circle 6-3366 


mornings, but 


Contents o*” this newsmagazine Copy: 








1G Slated Saas (eras 


TITLE REGISTERED U. 8. PATENT OFFICE 
(Formerly THe Unitep States Datry) 
Published once a week by United States News Publishing Corporation, 
Washington, D. C. 


T= purpose of The United States News is to present a comprehensive review 
and analysis of the activities of the Government of the United States in 
all its branches—Legislative, Executive and Judicial—and of the governments 


Executive Offices: The United States News Building, Washington, D. C. 
Twenty-second and M Streets, N. W. Telephone: District 4900 


BOARD OF EDITORS 
Davin Lawrence, Editor 


DEREK Fox 
JOHN F. KoINne 
L. T. Merriui 


ADVERTISING DEPARTMENT 


E. G. Criswe.., Financial Advertising 
BUSINESS DEPARTMENT 
ANTHONY R. GouLp, Circulation Manager 


Consulting Counsel: 
Mason, Spalding & McAtee 


Subscription Rates 
Delivered postage prepaid $2 for one year; $3 for two years; $5 for four years. 
(Canadian postage $1 per year additional; foreign postage $2 per year additional.) 
"Advertising Offices 


Advertising copy should be received in Washington Friday 
emergency 
scheduled in advance can be handled Saturday mornings 


copy if 


Entered as Second Class Matter at the Post Office, Washington, D. C. 
ghted 


E. W. Hiccins, News Editor 


GLENN NIXON 
Owen Scort 


JAMES L. Bray, Advertising Manager 
Norman O. Mick, Western Manager 


CHICAGO 
130 North Michigan Avenue 
Randolph 8696 


in mat form and 


938. by United States News Publishing 














Unemployment is on the mined, by any of the individuals who 


advise the White House on economic 
policy. In some particulars it does 
not represent the exact viewpoint 
of these advisers. Thus the evidence 
is that Mr. Roosevelt himself pre- 
pared the statement 

That statement — printed in full 
text on Page 7—represents what the 
government economists say is an 
inexact outline of the “purchasing 
power” theory of economics. 

Chief exponent of the purchasing 
power theory is Marriner S. Eccles, 
the chairman of the Federal Re- 
serve Board, and a close Presidentiai 
adviser on economic policy. 

But Mr. Eccles has publicly said 
that, in his opinion, some wages 
as well as some prices got out of line 
to upset the late recovery. 

Continued search turns up a clue 
that some officials say may explain 
the reason for the President’s state- 
ment on wages and prices and its 
particular form. 

This clue concerns individuals who 
are not regular White House ad- 
visers. It points to the recent con- 
ference at the White House attended 
by John L. Lewis, CIO chieftain; 
Owen D. Young, chairman of the 
General Electric Company, and 
Thomas W. Lamont, of J. P. Morgan 
& Company. This conference re- 
putedly was arranged through Dr. 
Rexford Guy Tugwell, former White 
House adviser. It produced a pointed 
warning of what the visitors thought 
would follow any Government policy 
of deflating wages and prices. 

The conclusion of some of those 
“in the know” is that Mr. Roosevelt, 
by his statement, was telling labor 
that the White House was not ad- 
vising wage cuts and at the same 
time was telling the purchasing 
power advocates that the White 
House was with them, while holding 
out to some others the assurance 
that the Administration was in- 
terested in getting prices down. 


ATTACK ON MONOPOLY 

The Presidential interest in 
monopoly and in the anti-trust laws 
affords another example of the va- 
ried influence of White House ad- 
visers. 

When the recent 


recession set in 


the President was told by Mr. Eccles, | 


by Henry A. Wallace, Secretary of 
Agriculture; and by others of his ad- 
visers on economics, that the price 
policies of industry had much to do 
with it. At the same time Robert 
H. Jackson, the Assistant Attorney 
General in charge of anti-trust ac- 
tivity, was calling the President’s at- 
tention to the extent of identical 
bidding on Government contracts. 
So the go-ahead signal was given 
for an attack on big business and 
high finance and on the concentra- 
tion of control in industry. 

Mr. Jackson opened up. His first 
address attracted so much attention 
that Tom Corcoran, the White House 
handy-man, was called in to dress 
up a succeeding speech and to help 
prepare an address on the same 
subject by Harold L. Ickes, the Sec- 
retary of the Interior 

Here were three important White 
House advisers and helpers in action. 


MR. JACKSON’S ACTIVITIES 

Robert Jackson has been a presi- 
dential trouble shooter, filling in at 
important points where Mr. Roose- 
velt needs some one of great skill 
and quick intelligence. Mr. Jackson, 
at the moment, fills much the same 
position at the White House from 
the point of view of personal rela- 
tionships that Dr. Tugwell filled 
during the early years of the ad- 
ministration. Upon Mr. Jackson has 
just fallen the mantle of the So- 
licitor General. 

Tom Corcoran performs a multi- 
tude of duties for the President. 
He has a flair for phrase-making 
that is put to use in preparing im- 
portant speeches not only for White 
House use but for use of other im- 
portant administration officials. His 
boundless energy is put to use in 
many ways, but there is little evi- 
dence that the youthful RFC coun- 
sel advises the President on matters 
of policy. 


+ 





Secretary Ickes not only runs the 


Department of the Interior but 
stands high at the White House at 
times when there is a verbal attack 
to be launched. 

The anti-monopoly attacks par- 
ticipated in by these three White 
House aides brought repercussions 
of the kind that the President ap- 
parently had expected and precipi- 
fated other advisers into the lime- 
light. 


MR. RICHBERG ON INDUSTRY 


Mr. Roosevelt feels that the al- 
ternative to drastic enforcement of 
laws against monopoly is some ma- 
chinery for cooperation between 
industry and government in deter- 
mining broad issues of industrial 
price and production policy. There 
are several methods advanced for 
effecting this cooperation. One is 
favored by Donald Richberg, former 
NRA administrator, and by Ernest 
Draper, assistant secretary of com- 
merce. The method of these two 
men is favored by large numbers 
of business men. Mr. Roosevelt is 
interested in their advice, but he 


THOMAS W. LAMONT 


The interest of Vice President 
Garner in trust busting and in using 
the power of Government to lessen 
the influence of big business and of 
eastern finance has had its part in 
causing the recent attacks on 
monopoly, according to those who 
have had a hand in the attacks. 

An extensive Inquiry thus reveals 
that the President is subjected to 
a wide variety of influences and of 
advice. The facts seem to show that 
Mr. Roosevelt reaches decisions by 
talking with a large number of in- 
dividuals—including, recently, an 
impressive total of business men— 
and then making up his mind. Often 
it proves difficult to determine ex- 
actly what individual or factor was 
the determining one. 


PRESIDENT’S CONVICTIONS 
Underlying the President's ap- 
proach to economic problems are 
found to be certain settled convic- 
tions. 
First and foremost is the convic- 


tion that recovery cannot be found | 


through deflation of prices and 


wages and interest rates. 


ERNEST G. DRAPER 
—Harris & Ewing 


1 eee of the many whose ideas are playing an important part in the 
shaping of White House policy—Thomas W. Lamont, of J. P. 


Morgan & Co., and Ernest 


G. Draper, Assistant 


Secretary of 


Commerce. 





also is calling in others of different 
views. Here Senators Borah and 
O’Mahoney figure in the picture. 
They are for more direct govern- 
ment influence through use of Fed- 
eral licenses and Federal incorpora- 
tion for business. 

The monopoly attacks serve to 
increase the interest of business 
men in alternative ways to deal 
with the problem of government- 
business relationships. 

In the meantime other issues are 
pressing. 


HOW MR. WALLACE HELPS 

When it comes to agriculture, Mr 
Roosevelt accepts almost without 
question the advice of his Secretary 
of Agriculture, Mr. Wallace. Secre- 
tary Wallace also is an important 
adviser on general economic policy 
sharing that position with Mr. 
Eccles. 

On matters of relief, Harry Hop- 
kins has full sway. Mr. Hopkins 
has been away from Washington for 
several weeks, recovering from an 
illness, but his influence within the 
Administration is recognized as wide 

The same can be said, according 
to all of the evidence, for Cordell 
Hull, Secretary of State. Mr. Roose- 
velt and Mr. Hull see eye to eye on 
most issues of foreign policy. But 
it is found that in this field as in 
the field of naval affairs, the Presi- 
dent has strong ideas of his own and 
instead of seeking advice gives it. 

And so it goes. 

Mr. Roosevelt in recent months 
has been impressed by the argu- 
ments of his Secretary of the Treas- 
ury concerning the need for cutting 
expenses and for balancing the 
Government budget. Yet the recur- 
rence of depression is upsetting 
Treasury calculations concerning 
the demands for spending. 

White House statements made in 
the last few days have stressed the 
possible return to “pump-priming” 
or to other means of adding to pur- 
chasing power. A swing of this kind 
would involve a reversal of recent 
policy and an acceptance of the 
advice of the New Deal economists 
as contrasted with the more conserv- 
ative advice of the Secretary of the 
Treasury. 


CONGRESS HAS MINOR PART 

In all of the advising and advice- 
seeking at the White House, Con- 
gress plays little part so far as the 
evidence goes. 

President Roosevelt heeds the ad- 
vice of Senator Norris, of Nebraska, 
on power policy. He goes part way 
with Senator La Follette, of Wis- 
consin, on spending and on tax 
policy. But, as a general rule, the 


| influence of individual Senators and 


Representatives is discovered not to 

be as great as that of a number of 

others inside the Administration. 
This is less true, however, in the 


| case of the Vice President, Mr. Gar- 


ner. 


+ 


Next is the conviction that farm- 
ers and workers got the short end 
of prosperity in the years before 
1929 and are entitled to get a break 
in any actions the Government 
takes in the present period. 

Third is the conviction that Gov- 
ernment must be prepared to step 
in to regulate business and to try to 
find ways to control the cycles of 
boom and depression. 

In his White House conferences, 
according to those who have closely 
followed his performance, Mr. 
Roosevelt applies these measuring 
rods to the subjects under discus- 
sion. 

The President also is found 
have a way of calling in experts for 
advice, listening attentively and 
apparently finding much of merit 
in what is suggested, and then tak- 
ing a wholly different tack, much to 
the amazement of those who had 
talked with him. The explanation 
is that in this way the President 
assimilates a vast amount of infor- 
mation and then is better able to 
choose the course that he thinks 
best 

So far as can be determined, 
there no longer is any single ad- 
viser with a direct influence on all 
of the important problems that 
reach the White House. 
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BALWAYs THE PROBER, we have been 
poking around in the data on new li- 
cense plates just to see what the states are 
up to this year. Pretty much the regular 
sort of thing—*“black on green,” “blue on 
aluminum.” West Virginia stopped us, 
though. The color listing for this state read, 
“National Yellow on Black.” Being no ex- 
pert, we don’t know what “National Yellow” might mean. Con- 
sidering the condition of the country’s debt, we could grasp a 
term like National Red. But National Yellow—. It sounds like 
a federal phobia. 
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SPEAKING OF LICENSE PLATES, that brings up the 
matter of the 1939 New York World's Fair. A lot of people 
were all-of-a-twitter when an ex-Marine in White Plains 
pointed out that the plug for the Fair on New York’s 1938 
plates represented an ad for a private corporation. There 
were those who wanted the Fair to pay them for flashing this 
promotion along the highways. Massachusetts people must 
be made of calmer stuff. Bay State licenses for years carried 
an elegant codfish under the numbers, and as far as we know 
not an eyebrow was raised. Yet the Massachusetts fishing 
industry has bulged many a private pocket. 


TIP TO SUN WORSHIPPERS 
For those who like to sit and dream of summer joys we offer the follow- 
ing encouragement, without comment. A western service station pro- 
prietor believes he has started something by offering sun-worshipping 
bathers an oil spray which prevents the usual red soreness. You just 
drive in at his station dressed for a swim, and an attendant lets you 
have it on all exposed parts with a special gun. 


Here We Are Again, Senator, in a wondering mood. There’s been 
a lot of talk lately in official circles about reducing prices to effect 
wider distribution. We gather you're in favor of that, Senator. 
But we're wondering just how you're helping to reduce prices. 
In our case, we have reduced the price of our motor fuels 35 per 
cent in the last 11 years. But taxes have been tacked on so fast 
and furiously that this saving is scarcely recognized by the con- 
sumer. And in the case of the service station owner or operator— 
an average small business man—taxes collected by the station 
greatly exceed wages to employees as well as the net return to 
the owner. Wouldn't removal of the federal “emergency” gaso- 
line tax eliminate duplication of taxes already collected by the 
states? 
OFFICIAL EVASION DEPARTMENT 

A southern city recently slapped a heavy municipal tar on top of 

the federal and state gasoline levies. First move on the part of 

the same group which enacted the legislation was to make are 

rangements to buy all municipal car supplies OUTSIDE THE 

CITY LIMITS. 


OUR AIR CONDITIONING SPY whispers that refrigerated auto- 
mobiles for summer driving are just around the corner. He says, though, 
that air leaks in car bodies are slowing things up. It’s a matter of 
figuring out some way of making air leak out instead of in. If the air 
conditioning people can do this, we recommer? they be given a crack 
at the national budget. 
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IMPATIENT ZIGZAGGERS who dodge in and out on crowded high- 
ways appear to be the chief cause of automobile accidents. While this is 
hardly a startling conclusion, it is interesting to note substantiating evi- 
dence presented by the Keystone Automobile Club of Pennsylvania. 
A recent survey of the records of 100,000 motorists conducted by the 
club indicates that the worst fault of drivers from the point of view of 
accident probability is cutting out of line. Such practice, the survey 
showed, raises the odds in favor of a smashup to 50 to 1. In the face 
of such odds, the number of foolhardy gamblers is amazing. 


The Current Recommendation from high authorities that wages 
be kept at their present level, but that prices be reduced to stimulate 
consumption, is old stuff in the oil business. For many years past the 
workers’ pay has been steadily rising and the price of gasoline as 
steadily decreasing. Since 1920 retail prices of gasoline have been re- 
duced 50%. Of course, you do not feel this when you buy the product 
because all of the states and the federal government have been putting 
on sales taxes which offset much of the saving. Duplication of taxes 
and increases have raised the average from less than Ic per gallon to 
more than 5c. 


LABOR IN THE OIL BUSINESS has done well, both in the 
matter of continuous employment and pay. We were look- 
ing up some figures in the New Jersey refineries of the Esso 
Marketers the other day. At the end of 1917 the average 
hourly earnings of the men in these plants was 48.2 cents. 
Five years later they had gone up to 70.2 cents. When the 
panic of 1929 hit us, they were 73.6 cents. In the latter half 
of 1937 they were $1.04. In 20 years, during 7 of which we 
have had a severe depression, the average pay of the refin- 
ery workers has increased 116.4 per cent. These successive 
advances were never gained by threats or pressure. They 
were worked out in collective bargaining meetings between 
the men and management and we think they have been fair 
to both groups. 


WE PRINTED RECENTLY excerpts from letters sent us in an- 
swer to our question “What is wrong with business?” Many of 
the replies were interesting and constructive. Since the Standard 
Oil Company of New Jersey is in business to serve the motorist, 
we feel we can be of help by passing along your thoughts on 
another important question. 


What is the motorist’s chief complaint today? Is it overcrowded 
highways, or too much taxation, or too many careless drivers? 
All of these, or none, or something else again? If you have ideas 
that might lead to improvements, drop a line to Northrop Clarey, 
30 Rockefeller Plaza, New York City. 
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Necesgrai 
Withthe Committees 
Laws in the Making 


Hewing out a tax program. Ap- 
propriation bills flow along. Sen- 
ate plans more investigations. 


OURT problems and presidential nominations, 
customs reforms and maritime labor contro- 
versies, appropriations and a tax program in 
the making, investigations of increasing variety, 
figure in the week’s picture of Congressional 
committee activities. 


Taxes: 

The House Ways and Means Committee closed 
hearings on its subcommittee tentative tax pro- 
gram and this week the full committee, 25 
Democrats and 7 Republicans, in executive ses- 
sion, will fight over differences on the revenue 
proposals. (Detailed article is printed on Page 15.) 


Appropriations: 

Though stymied in the Senate by the weeks-old 
filibuster, the annual supply bills, vital to the 
maintenance of the Federal Government for the 
next fiscal year, are flowing along. Of thirteen 
scheduled for the session, the House Committee 
on Appropriations has reported five, including 
a deficiency appropriation to pay $39,750,000 un- 
der the Sugar Control Act, and four of these five 
measures passed the House and await Senate 
action. (Detailed article on naval defense pro- 
gram appears on Page 2.) 


Judiciary: 

While the Senate and its Judiciary Committee 
quickly confirmed Stanley F. Reed as an Asso- 
ciate Justice of the Supreme Court, Robert H. 
Jackson, nominated to succeed him as Solicitor 
General, may meet a barrage of questioning this 
week. 

Creation of a new agency under the Supreme 
Court to supervise administrative problems of 
the Federal courts, handle their budgets and 
keep track of the condition of the dockets, was 
advocated before the committee by Attorney 
General Cummings and by Judge Martin T. Man- 
ton, of the Second Circuit Court of Appeais. 

Mandatory publication of bankruptcy notices 
in newspapers of general circulation was advo- 
cated before a Senate Judiciary subcommittee, 
considering revisions of the National Bankruptcy 
Act, by a group of representatives of newspaper 
publishers’ organizations. 

They opposed a proposal by the National Bank- 
ruptey Conference that instead of formal no- 
tices in the press, bankruptcy notices should be 
by means of letters addressed to creditors of the 
debtor. 

Arthur H. Camp, Assistant General Counsel of 
the Treasury, opposed some parts of the pro- 
posed revision plan. 

Representatives of the New York and Chicago 
bar associations testified before the committee 
against a proposal that would require appoint- 
ment of an independent trustee in reorganiza- 
tions involving $250,000 or more. 


Investigations: 


The nomination of Elbert K. Burlew, to be 
First Assistant Secretary of the Interior, is still 
under investigation by the Senate Committee on 
Public Lands, notwithstanding a request of Sec- 
retary Ickes to expedite action. Committee mem- 
ber Pittman (Dem.), of Nevada, announces he 
will draft an adverse report and urge the Senate 
to reject the nomination. He added that there 
will be no report until the committee is satisfied 
the inquiry is complete. 

While New Jersey’s new Senator Milton (Dem.), 
of Jersey City, already has been sworn into of- 
fice, a protest that he is ineligible has been filed 
by Labor’s Non-Partisan League with the Sen- 
ate Committee on Privileges and Elections. Com- 
mittee Chairman George announced the com- 
mittee would study the charges. Senator Milton’s 
political ally, Mayor Hague, has taken an aggres- 
sive stand in labor matters. 

A parade of witnesses, including Maritime 
Commission Chairman Kennedy, appeared be- 
fore the Senate Committee on Commerce and 
Labor investigating maritime labor troubles. Mr. 
Kennedy favors arbitration machinery like that 
in regard to railroad labor, for handling mari- 
time labor controversies. Rear Admiral R. R. 
Waesche, of the Coast Guard, proposed training 
merchant marine crews to increase safety and 
decrease insubordination at sea. C. I. O.’s mari- 
time legislative committee in a statement de- 
clared shipowners, not seamen, are responsible 
for unsettled conditions on ships. 


Highways: 

Despite the President’s request to reduce Fed- 
eral highway appropriations to $125,000,000 an- 
nually, American Association of Highway Officials 
and others, before the House Committee on 
Roads, advocated extensions of the present Fed- 
eral program. Committee Chairman Cartwright 
(Dem.), of Oklahoma, has a bill to extend the 
present authorization of $238,000,000 of Federal 
road grants annually. 


Customs: 


Before the Senate Committee on Finance 
Treasury officials asked enactment of a House 
bill to simplify and otherwise improve custums 
laws. Importers, favoring some of the principles 
of the proposal, suggested amendments. 





Status of Major Bills 


S. 2940, To make confidential certain information 
furnished the Bureau of Foreign and Domestic Com- 
merce: President signed Jan. 27. 

S. 2550, To authorize printing of black-and-white 
illustrations of United States and foreign postage 
stamps for philatelic purposes; President signed 
Jan. 27. 

H. R. 8993, Naval appropriations; Passed House Jan. 
21; reported to Senate Jan. 26. 

H. R. 2890, Fixing annual compensation for fourth- 
class Postmasters; Passed House Jan. 26. 

H. J. Res. 571, Deficiency appropriations, payments 
under Sugar Control Act, etc.; sent to conference 
Jan. 27. 

H. R. 9181, District of Columbia appropriations; Re- 
ported to House Jan. 26 
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and his life as a boy. 





“OFF THE RECORD” WITH THE SENATE FILIBUSTERERS 


HE cameraman decided to see what happened to some of the Senators 
matched their tonsils against the anti-lynching bill. He found 
Allen J. Ellender (left), successor to Huey Long, resting and 
brush?» g up on Senate procedure after having spoken for more than 25 





—Harris & Ewing 


hours im debate. Turning his camera the other way, he found Senator 
Claude Pepper explaining to Mrs. Pepper how he filled pages and pages 
of the Congressional Record by talking about Mormoy laws, gangsters 





WAMSGPAI8 ENTERING THE ARMS RACE: 
IMPASSE IN SENATE—FARM BILL NEAR A VOTE 


+ present Administration’s naval and military ex- 


1TH legislative business piling higher on the 
Senate doorstep and President Roosevelt 
adding to the program before Congress with 
demands for a materially enlarged and speeded- 
up war preparedness program, the Senate drones 
on into the fourth week of its filibuster on the 
anti-lynching bill. 

An attempt to break the blockade by invoking 
a cloture rule to cut off debate failed. Cloture 
advocates, needing a two-thirds majority, could 
muster only 37 votes, while 51 Senators, includ- 
ing 12 Republic&hs, voted against it. 

Minority Leader McNary (Rep.), of Oregon, 
explained, however, that all but two Republi- 
cans in the Senate favor the anti-lynching bill 
and their anti-cloture stand was merely an ex- 
pression of opposition to a method of cutting 
off debate, that might be used in other legisla- 
tive situations against the small Republican 
minority. 

Senator Glass (Dem.), of Virginia, acidly ex- 
pressed his opinion of the bill as a hypocritical 
attempt of “Negrophilists” to get Negro votes 
and said he would “rather go to jail than to oc- 
cupy a seat upon the floor” through “any ex- 
pedient of that sort.” But both he and Senator 
Connally (Dem.), of Texas, addressed their re- 
marks mainly against the principle of cloture. 


Senator Wagner (Dem.), of New York, read 
the roll of a number of Southern Senators, in- 
cluding Messrs. Glass and Connally, who had 
voted for cloture on a previous occasion in con- 
nection with other legislation. Senator Neely 
(Dem.), of West Virginia, made his argument 
for ending the filibuster with a graphic depic- 
tion of lynching horrors. 


After the vote the fili- 
CLAIM STRENGTH buster was resumed, and 
Senator Wagner, co- 
TO SET IT ASIDE sponsor of the measure, 
indicated he would seek to continue to hold it 
before the Senate. Opposition Senators 
claimed they were gathering enough strength 
to have it set aside this week, however, and 
Majority Leader Barkley (Dem.), of Kentucky, 
abandoned the briefly employed expedient of 
forcing night sessions as a means to wear down 
the filibuster. 

Senator Pepper (Dem.), of Florida, made the 
week’s longest speech, styling himself a liberal 
and contending the anti-lynching bill conflicted 
with “the liberal tradition” and “progressive 
democracy, as it has been given expression and 
application ... by the great humanitarian of 
our generation, Franklin D. Roosevelt.” Con- 
tending the bill was out of harmony with the 
New Deal, the Senator drew distinctions be- 
tween Federal crop and wage control, which he 
considered desirable, and Federal exercise of 
police power in the State, which he held to be 
unconstitutional. Senator Wagner countered 
briefly with contentions that the 14th Amend- 
ment puts adequate constitutional foundations 
under the bill. 

Following Senator Pepper, Senator Russell 
(Dem.), of Georgia, whose speech spanned parts 
of two days, contended the bill was communistic 
in origin and character—“shot through and 
through with the principles of communism.” He 
warned that it would be an “opening wedge” for 


FOES OF MEASURE 


+ a move next for Federal enforcement of Negro 


voting rights in the South. Senators Sheppard 
(Dem.), of Texas; Andrews (Dem.), of Florida, 
and King (Dem.), of Utah, were the final speak- 
ers of the week against the bill. 


A summons for the United States to speed 
up its participation in the world rearmament 
race, with a new naval expansion program that 
will discard the old “treaty limit” plan of 
Navy building and call for 20 per cent expan- 





Congress leaders’ problem: How 
to dynamite the legislative log-jam. 
Cloture would break the Senate 
blockade, urged friends of the long- 
filibustered anti-lynching bill. But 
by the 51-37 vote the Senate re- 


jected this means to cut off debate. 











sion, with three more new battleships and 44 
other new warships in addition to those already 
appropriated for, was sent to Congress in a 
special message by the President. He gave un- 
settled world conditions and increased naval 
building by other nations as reasons for the 
augmented American war preparedness pro- 
gram, expected to cost an additional $800,- 
000,000. (For message text see Page 5.) 


Unveiling of the new 
plan to enlarge America’s 
war preparations set off 
HOUSE DEBATE immediate discussion in 
the House. Representative Maverick (Dem.), 
of Texas, charged that “the New Deal has more 
or less abandoned all its economic ideals and is 
riding horses in all directions without getting 
anywhere.” Is a greatly enlarged Navy de- 
manded merely for national defense of the 
United States or for policing or sanctionist ac- 
tivities in distant parts of the world, he asked, 
declaring that the Administration should clarify 
its foreign policy. 

Representative McCormack (Dem.), of Mas- 
sachusetts, retorted that American foreign 
policy was “very plain,” as exhibited in the 
Panay incident and in the latest note to Russia. 
Representative Patman (Dem.), of Texas said 
he felt assured the President had no intent “to 
engage in any aggressive war.” 

Representative Crawford (Rep.), of Michigan 
warned of dangers of Japanese enfiltration in 
the Philippines and Representative Kitchens 
(Dem.), of Arkansas thought a Japanese attempt 
to conquer the United States was not beyond 
eventual possibility. 

Representative Sauthoff (Prog.), of Wiscon- 
sin, and Representative Ferguson (Dem.), of 
Oklahoma, joined in demands for “more definite 
information” from the President. 

Representative Shafer (Rep.) of Michigan, 
said he thought it “singular” that after the 1932 


NAVAL EXPANSION 
STARTS WAVE OF 





Democratic platform assailed President Hoover 
for “burdening a tax-stricken populace with 
military and naval expenditures ‘approaching a 
| billion dolalrs annually’ it now develops that the 


penditures for the current year will go far be- 
yond a billion dollars.” 


“If Mr. Roosevelt wants a navy to police the 


world, he should ask for it on that basis, not as 


| a defense measure,” said Mr. Sauthoff. Rep- 
| resentative Bigelow (Dem.), of Ohio, objected 
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approved nomination of Solicitor 
Stanley Reed to be a Supreme Court Justice, 
succeeding Justice Sutherland, retired. 


changes in Congress personnel. 
ate was inducted Senator-designate John Mil- 
ton (Dem.), to succeed Senator Moore (Dem.), 
who resigned to become Governor of New 
Jersey. 
League against Senator Milton’s appointment 
were referred to the Senate Committee on 
Privileges and Elections. 


to “policing the globe,” and Representative Pet- 
tengill (Dem.), of Indiana, said “the value of 
our investments in China is not greater than 
our chewing gum bill in this country for one 
year.” 


LEADERS SUPPORT 
PROGRAM FOR 
PREPAREDNESS 


readier inclination to go along with the Presi- 
dent’s demands. Representative Vinson (Dem.), 
of Georgia, chairman of the House Naval Af- 
fairs Committee, promptly introduced the Ad- 
ministration bill embodying the provisions for 
increased naval authorizations and appropria- 
tions sought in the message. 


Off the floor, especially 
among Congress leaders 
and majority party mem- 
bers, comment revealed a 


Earlier in the week, a brief House debate on 


national expenditures produced discussion of 
relative merits of road building and battleship 
building as reemployment aids. 


- Having incidental relationship to develop- 
ment of American sea power, two measures were. 
introduced by Senator McAdoo (Dem.), of 
California, providing for subsidies of $1 to $2 
a ton and Panama canal toll exemption for 
American ships engaged in the New York-Cali- 
fornia trade. 


For the most part the House was occupied 


during the week with minor bills, proceeding at 
a slowed gait after having got four big ap- 
propriations bills out of the way. 


Early this week, conferees expected to have 


the long-delayed crop control bill conference 
report ready for final action, 


Unanimously and without debate the Senate 
General 


Nearly every week this session has brought 
Into the Sen- 


Protests of Labor’s Non-Partisan 


Senator Steiwer (Rep.), serving his second 


term from Oregon, which would have expired at 
the end of this year, announced his resignation, 
to resume his law practice. 
slender Republican Senate minority to 15, for 
Gov. Martin (Dem.), of Oregon, will appoint 
a Democrat to fill out the unexpired portion of 
Mr. Steiwer’s term. 


This will cut the 


An accidental fall from a sixth-floor window 


in a Washington hotel killed Representative 
Kenney (Dem.), of the Ninth New Jersey Dis- 
trict, and the House adjourned for a day out 
of respect to his memory. 


Mr. Kenney was 
known particularly as the advocate of a lottery 
bill to raise national revenues. 








Filibuster vs. Cloture: 
A Senate Climax 


An attempt to break legislative 


blockade. “Free debate” or “‘ob- 
structionism”? A Republican 
dilemma. 





TTEMPTING to end the three-weeks anti- 
lynching bill filibuster in the Senate, triends 
of the measure sought to invoke the rarely used 
device of cloture, to cut debate short. They 
failed, 51-27, when Republicans refused to sup- 
port cloture lest it might jeopardize their mi- 
nority position in other legislative situations. An 
hour’s debate on the cloture resolution brought 
out the contentions of opposing sides. Excerpts 
from the discussion: 

SENATOR NEELY (Dem.), of West Virginia: Mr, 
President, the friends of the anti-lynching bill 
are not the foes of the South; they are not 
enemies of the Southern people notwithstanding 
countless charges and innumerable insinuations 
to the contrary. My parents and grandparents 
were born in Southern States.... It would be 
as impossible for me to harbor hatred against 
the South .., as it would be for me to despise 
my own flesh and blood. . .:, 

Unhappily for the South and the Senate, there 
is in our southern paradise a serpent as loath- 
some as the one that contaminated the Garden 
of Eden and caused the fall of man. 

This serpent we abhor with all our hearts. 
It symbolizes lynching—the premeditated maim- 
ing, mangling, and burning to death of helpless 
human beings in flagrant violation of constitu- 
tional guarantees and in brazen defiance of the 
most sacred laws of God and man. 


WHAT THE BILL PROVIDES 


Eradication of this indefensible crime against 
humanity is- the object of the bill that is now 
before us. And what are the blighting provi- 
sions of this measure against which able Sen. 
tors have so vigorously and so successfully fili- 
bustered ever since the present Congress con- 
vened? ... 

Does any Senator think that the payment of 
a fine of not more than $5,000 an unreasonable 
punishment for an officer of the law who wil- 
fully fails to prevent a prisoner, who is in his 
custody, from being burned at the stake? If so, 
he will, of course, vote against ending the filibus- 
ter and if the opportunity becomes available 
also vote against the bill.... 

It is earnestly contended that no one who ope 
poses this hideous crime can successfully argue 
that the fines provided by the bill are excessive 
or that the punishment which it specifies are too 
severe. ... 

The horrors of lynching, and particularly of 
some recent lynchings, are beyond the possibilty 
of description. ... Yet able Senators argue that 
it would violate the Constitution for the Cone 
gress to enact a law that would forever rid this 
country of the abomination of lynchings.... 


DEFENDING STATES’ RIGHTS 


Senator Guiass (Dem.), of Virginia: The suge 
gestion that those of us, who oppose this cone 
stitutional invasion of the police powers of the 
States, are in favor of lynching is not only ime 
pertinent, but it is a disgraceful aspersion on thé 
integrity of Senators who oppose the bill. 

I remember when Sam Randall and other real 
Democrats of this type of the North saved the 
South by filibustering against legislative measures 
intended to invade the police powers of the States 
and to accentuate the horrors of reconstruction, 
and if they were justified at that period in 
filibustering against an unconstitutional invasion 
of States’ rights, certainly there would be com- 
plete justification for anything of that sort with 
respect to this miserable bill. 

The bill itself is saturated with hypocrisy. It 
is merely for the purpose of Negrophilists to gain 
Negro votes in the doubtful State.... What it 
does is simply to turn loose the Federal minions 
upon the State authdrities on the assumption 
that they have not done their sworn duty.... 

I am so infernally indignant at an attempt of 
this sort, directed by a Negro lobbyist ... that I 
find it difficult to speak without giving offense to 
those who have lent themselves to a thing of 
this description. ... I hope the Senate will not 
be deceived .. .by the pretense that it is neces- 
sary to apply cloture when we discuss the in- 
fernal provisions of this infernal bill... . 

I have spoken reluctantly. Howevér, I wanted 
to go on record as directing against the measure 
and against some its proponents my indignant 
protest at their scheme, merely to get Negro 
votes. Had I come to the Senate of the United 
States through any expedient of that sort, I 
would rather myself go to jail than to occupy 
a seat upon this floor.... 


THE REPUBLICAN POSITION 

SENATOR McNary (Rep.), of Oregon: The en- 
tire Republican membership of the Senate, save 
two, sincerely desire to see the anti-lynching bill 
passed. . . . If the bill had been handled with 
more aggressiveness ... by this time it would 
have been enacted into law. ... My opposition 
to cloture being invoked ... has nothing to do 
with the merits of the bill... . With 77 Demo- 
crats in the Senate, with the popular President 
in the White House ... the proponents of the 
bill should not look to the attenuated minority 
of 16 Republicans to pass it, or blame that 
slender minority for the present situation.... 

SENATOR CoynaLLy (Dem.), of Texas: The 
question before the Senate now is the funda- 
mental question of the freedom of debate in this 
forum of the people of the United States. . 

SENATOR SCHWELLENBACH (Dem.), of Washing- 
ton: Does the Senator contend that the right 
to freedom of debate carries with it the license 
to obstruct? 

SENATOR CONNALLY: That, of course, is not a 
question; but I shall answer the Senator. There 
are Senators on this floor who are anxious to 
debate this bill, who have not as yet had an op- 
portunity to do so.... I do not believe that 
the Senate of the United States is as yet ready 
to pursue a course that involves suppression of 
debate. 
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+ Tide of World Affairs * 


The League's Future at Stake: 


Democracies vs. Dictatorships 


TITLE RE 





The League of Nations at the cross-roads. 


Which way 


will it go? Up and on, or down and out? Britain and 


France rally to parry a thrust at the heart of the Covenant, 


as a spreading world fear-cycle moves nations to don 


heavier, costlier war array. 











77HITHER the League of Nations? ¢ ment of all Chinese claims to Man- 


Have dictators and _ spoils- 
hungry aggressor nations started it 
down-hill in fatal decline? Or can 
the democratic powers, rallying be- 
hind it, make it a continuing force 
for world peace and order and a 
bulwark of democracy against 
fascism? 

These questions loomed large as 
the League Council] opened its 100th 
session in an atmosphere of chal- 
lenge and _ uncertainty. English 
and French statesmen have had 
their heads together with plans to 
stave off threatened elimination of 
the sanctions provisions (Article 
XVI) from the League Covenant. 

Soon it appeared that the imme- 
diate crises had been weathered. 
Three big nations in the Council— 
Britain, France and Russia—opened 
the session with stout reaffirmations 
of faith in continuance of the 
Covenant unchanged. Smaller Coun- 
cil powers chimed in harmoniously 
to this keynote. 

Mixed motives were behind the 
threat to the sanctions article. 
There has been disillusionment in 
failure of sanctions to work against 
Italy in the Ethiopian war, or to be 
applied against Japan. Some Cen- 
tral European powers also, because 
of their contiguity to Germany and 
Italy, feel themselves in vulnerable 
position in event of sanctions being 
invoked against either of these 
fascist nations. 


JEWISH VICTIMS PROTEST 

Besides the sanctions issue, the 
Council faces two other unwelcome 
questions. China is appealing for 
action against Japan. And the Gen- 
eral Council of the Jewish Congress 
is urging the League Council to deal 
with violation of the minority 
treaty rights of Rumanian Jews. 

Meanwhile the program of driving 
Jews from the economic life of 
Germany is being accelerated, ac- 
cording to Berlin reports, with 
“Aryanization” of increasing num- 
bers of business enterprises and 
heavy penalties for Jews convicted 
of having helped transfer Jewish 
emigrants’ funds out of Germany. 

Another religious group again has 
just felt the restrictive hand of 
Hitlerism in an order forbidding any 
German Catholics to attend the 
World Eucharistic Congress in Hun- 
gary next summer Herr Hitler 
backed Propaganda Minister Goeb- 
bels in banning prospective atten- 
dance of about 25,000 German 
Catholics at the scheduled religious 
event at Budapest 

xee 


JAPAN AGAIN WARNED 


Timed with the new demand for a 
Speeded-up super-preparedness pro- 
gram came State Department publi- 
cation of a note that had been sent 
to Tokio Jan. 17 protesting that 
Japanese armed forces had illegally 
entered American property § and 
“committed acts of depredation” and 
had “torn down, burned and other- 
wise mutilated American flags.” 

The new protest note, observers 
thought, might serve to stimulate 
Congress support for the enlarged 
rearmament program. During the 
Navy appropriations bill debate 
some House memtkers had sought to 
have the Administration present 
reasons justifying the contemplated 
20 per cent expansion above the for- 
mer “treaty limits.” 
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APPEAL FOR CHINA RELIEF 


While the United States, with its 
Neutrality Act inoperative, continues 
to supply war materials to both Ja- 
pan and China, President Roosevelt 
last week made an appeal for a 
million-dollar Red Cross fund for 
Chinese relief. In Congress, Repre- 
Sentative Culkin (Rep.), of New 
York, introduced a bill for a Chinese 
relief appropriation of $5,000,000. 

Efforts of the International Fed- 
eration of Trades Unions to get the 
American Federation of Labor to 
bring pressure on the Washington 
Administration to put an embargo 
6n exports of war materials to Japan 
and on importation of goods from 
Japan have just been turned down 
by the A. F. of L. Executive Council. 

With China's rejection of Japan's 
peace terms, calling for abandon- 


churia, special Japanese rights to 
exploit Chinese resources, and pay- 
ment of heavy war indemnities, Chi- 
nese troops are being inspirited to 
fight on. Chinese authorities claim 
guerilla warfare and 
fectiveness in the air are checking 
the Japanese advance, especially by 
threatening the invaders’ lengthen- 
ing communications lines. Japanese 
deny they have been seriously 
stopped. 

In the Spanish war, a rebel air at- 
tack on a French torpedo boat and 
rebel bombs falling in French terri- 
tory nave brought sharp warnings 
from Paris that repetition of such 
incidents would produce immediate 
retaliation. Loyalists are reported 
to be gradually yielding possession 
of Teruel, the salient Aragon city 
where fierce fighting has centered 
for the last month. 
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THE VAN ZEELAND REPORT 

In Washington and in European 
capitals much current interest is 
foscused on the newly published re- 
port by former Premier van Zee- 
land, of Belgium. suggesting an in- 


increasing etl- 


SISTERED U. S. PATENT OFFICE 


Wide World 


U. S. A—AN INVITATION 


Paul van Zeeland, former Premier of 


Belgium, invites the United States, 
along with four other major powers, 
to collaborate on an economic pact of 


wide scope. 





ternational conference to 
a program of economic collaboration 
and a breaking down of some of the 
nationalistic controls that now pre- 
vail 

Recommendations call for (1) a 
general tariff truce followed by 
reduction of high tariffs 
favored nation treatment 
trade, with some 


gradual 
(2) most- 
ational 


favor of 


of all intern 
exceptions in regional 
to combat dis- 
(3) sup- 
quotas; (4) 
establishment of international 
monetary gradual 
elimination of exchange controls. 
Secretary Hull declined to discuss 
the report, saying he had not yet 
had opportunity to give it careful 
Study. In a the van 
Zeeland recommendations coincide 


trade agreements and 


crimination and 


dumping 
pression of industrial 
an 


standard and 


general way, 


consider 








“Our Defense Not Limited to One Ocean—One Coast” 


Roosevelt's 

Jan. 28 asking 

the Navy 
the Army 


President 
to Congress 
exrpansion of 
strengthening of 
lows in full text: 


message 
for 
and 
fol- 


the the United 


States: 
HE 


To Congress of 


Congress knows that for 
many years this Government 
has sought in many capitals with 
the leaders of many governments to 
find a way to limit and reduce arm- 
aments and to establish at least the 
probability of world peace 

The Congress is aware that 
while these efforts, supported by the 
hopes of the American people, con- 
tinue, and Will continue, they have 
nevertheless failed up to the pres- 
ent time. 

We, as a peaceful nation, cannot 
and will not abandon active search 
for an agreement among the nations 
to limit armaments and end aggres- 
But it is clear that until such 
agreement is reached—and I have 
not ziven up hope of we are 
compelled to think of our own na- 
tional safety 

It is with the deepest regret that 
I report to you that armaments in- 
today at an unprecedented 


also 


sion 


crease 
with the Hull doctrines for freer in- 
ternational trade relationships, and 
the Secretary thought that the 
former premier had made a valuable 
contribution to solution of the prob- 
lems with which he was attempting 
to deal 
x * 


SILVER POLICY UNCHANGED 

Although Mr. Hull has expressed 
regret at the new sharply raised 
Mexican tariff schedules, which hurt 
American trade with Mexico and run 
counter to the Hull reciprocity aims, 
it appears unlikely that there will be 
reprisals in the form of suspended 
American purchases of Mexican sil- 
ver. Treasury Secretary Morgenthau 
indicates the tariff changes have not 
affected the Treasury's silver-pur- 
chase understanding with the neigh- 
boring republic. 


+ and alarming rate. 


It is an ominous + 
fact that at least one-fourth of the 
world’s population is involved in 
merciless devastating conflict in 
spite of the fact that most people in 
most countries, including those 
where conflict rages. wish to live at 
peace. Armies are fighting in the 
Far East and in Europe; thousands 
of civilians are being driven from 
their homes and bembed from the 
air. Tension throughout the world 
is high 

As 
Army 
States it 


Commander-in-Chief of the 
and Navy of the United 
is my constitutional duty 
to report to the Congress that our 
national defense is, in the light of 
the increasing armaments of other 
nations, inadequate for purposes of 
national security and requires in- 
crease for that reason. 

In spite of the well-known fact 
that the American standard of liv- 
ing makes our ships, our guns and 
our planes cost more for construc- 
tion than in any other nation and 
that the maintenance of them and 
of our army and navy personne! is 
more expensive than in any other 
nation, it is also true that the pro- 
portion of the cost of our military 
and naval forces to the total income 
of our citizens or to the total cost 
of our Government is far lower than 
in the case of any other great nation. 


THE INCREASES PROPOSED 

Specifically and solely because of 
the piling up of additional land and 
sea armaments in other countries 
in such manner as to involve a 
threat to world peace and security, I 
make the following recommenda- 
tions to the Congress: 


1.—That there be authorized 
for the Army of the United 
States additions to anti-aircraft 
materiel in the sum of $8,800,000 
and that of this sum $6,800,000 
be appropriated for the fiscal 
year 1939. 

2—That there be authorized 
and appropriated for the bet- 
ter establishment of an Enlisted 
Reserve for the Army the sum of 
$450,000 


3.—That there be authorized 
the expenditure of $6,080,000 for 
the manufacture of gauges, dies 
and other aids to manufacture 
of Army materiel, the sum of 
$5,000,000 thereof to be expended 
during the fiscal year 1939 

4—That the sum of $2,000,000 
be authorized and appropriated 
toward the making up of defi- 
ciencies in ammunition for the 
Army. 

5.—That the existing author- 
ized building program for in- 
creases and replacements in the 
Navy be increased by 20 per 
ceni. 

6.—That this Congress author- 
ize and appropriate for the lay- 
ing down of two additional bat- 
tleships and two additional 
cruisers during the calendar 
year 1938. This will call for the 
expenditure of a very small 
amount of Government funds 
during the fiscal year 1939 
7.—That the Congress authorize 
and appropriate a2 sum not to ex- 
ceed $15,000,000 for the construc- 
tion of a number of new types 
of small vessels, such construc- 
tion to be regarded as experi- 
mental in the light of new de- 
velopments among navies; and 
to include the preparation of 
plans: for other types of ships 
in the event that it may be nec- 
essary to construct such ships 
in the future. 


NO UNDUE WAR PROFITS 

I believe also that the time 
come for the Congress to enact leg- 
islation aimed at the prevention of 
profiteering in time of war and the 
equalization of the burdens of pos- 
Sible war. Such legislation has been 
the subject for many years of full 
Study in this and previous Con- 
gresses. 

It is necessary for all of us to 
realiz2 that the unfortunate world 
conditions of today have resulted too 
often in the discarding of those 
principles and treaties which un- 
derlie international law and 
and in the entrance of many 


has 


order; 
new 


+ 


factors into the actual conduct of 
war. 

Adequate defense means that for 
the protection not only of our 
coasts but our communities 
far removed from the coast, we 
must keep any potential enemy 
many hundred miles away from our 


continental limits 


TWO COASTS TO DEFEND 

We cannot assume that our de- 
fense would be limited to one ocean 
and one coast and that the other 
ocean and the other coast would 
with certainty be safe. We cannot 
be certain that the connecting 
link—the Panama Canal—would be 
safe Adequate defense affects 
therefore the simultaneous defense 
of every part of the United States of 
America. 

It is our clear duty to further 
every effort toward peace but at the 
same time to protect our nation, 
That. is the purpose of these rec- 
ommendations. Such protection is 
and will be based not on aggression 
on defense 
FRANKLIN 
White 


also of 


D. ROOSEVELT. 


The House, Jan. 28, 1938. 





30 STORIES OF HOSPITALITY 


In the Smart 
East Fifties 
Opposite the Waldor{-Astoria 
@ Quiet dignity 
for your -back- 
ground. . Every 
measure of com- 
fort — Spacious 
rooms, beauti- 
fully furnished— 
Plus convenience 
of location . . . Excellent 
restaurant and duplex cocktail 
lounge . air-conditioned. 
Single Rooms $4-$5 * Double $6-$7 
Suites from $8 
Special monthly and yearly rates 


Deverly 


Wilham A. Buescher, Manager 
125 EAST 50th STREET « NEW YORK 
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Topacco Co, 


les a 


friendly glow... 


that lighted Chesterfield. It 

brings pleasure and comfort 

to men wherever they are. 
That refreshing Chester- 
field mildness .. . that ap- 
petizing Chesterfield taste 
and aroma...makes a man 
glad he smokes. 


hesterfield 


... they light the way to MORE PLEASURE 
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jor the United Features Syndicate 


The Glad Hand 


What the Editors 
Are Saying About: 


Selective Higher Education 


—— 


2. Subsidies to Coastal Ships 


Cartoonist Homan 





1, 


3. The TVA Decision 


NEMPLOYMENT in the professions has led 
U to the demand by two leading educators 
for restrictions upon admission to graduate 
schools at the universities. Dr. James B. Conant 
of Harvard in his annual report advocates more 
rigid requirements for admission, and a like 
view is voiced by President Robert M. Hutchins of 
Chicago University. 

Editorials in 55 per cent of commenting news- 
papers agree that higher standards should be 
demanded of youths desiring to enter the pro- 
fessions, arguing that, especially in medicine and 
law, the general welfare is best served by men 
who have been chosen by the strictest tests. 

Many such editors contend that overcrowding 
§n the professions, resulting in small earnings 
and unemployment, work a great evil on the 
morale of many professional men. 

On the other hand, the minority (45 per cent) 
assert the greatest opportunity should be allowed 
to ambitious youths; that overcrowding is to be 
observed not only in the professions; that rather 
than debar applicants it is better to trust to the 
vicissitudes of life to weed out the weak or un- 
worthy. 


_— 


Panama Canal Tolls 


HE suggestion by Senator McAdoo that Ameri- 
can coastal shipping be relieved of Panama 
canal tolls, which it now pays in common with 
ships of other nations, is approved by 82 per 














Journal 


The Naval Race and the Finish Line 


Cartoonist Brown for the Akron Beacon 





cent of commenting newspapers. These editors 
argue that it is desirable that the American 
merchant marine be put on a paying basis, and 
that rising costs threaten the traffic. If Ameri- 
can ships cannot pay the tolls, they argue, the 
canal is useless to the country which built it. 

Disapproval of the suggestion by the minority 
(18 per cent) is based on consistency and good 
faith in observing obligations entered into with 
foreign nations. 


The Power Controversy 


JHILE the Tennessee Valley Authority has 

| been found by a three-judge court at Chat- 
tanooga to have the constitutional right to sell 
power in competition with private utilities, the 
development of the Government power business 
is assailed by 91 per cent of commenting news- 
papers as unfair to private companies, and up- 
held by 9 per cent. 

It is argued by some critics of the Government 
enterprise that the decision may be reversed in 
the Supreme Court, and that public sentiment 
is opposed to the use of public money in busi- 
ness destructive of property owned by large num- 
bers of stockholders. 

Advocates of TVA activities assert that they 
mean progress for the area served, and that the 
TVA does not interfere with the business of the 














private companies. 
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of the country is predicted by 62 per cent of 


ORE fruitful cooperation between the Ad- 
ministration and the industrial leadership 


the newspapers commenting on recent confer- 
ences at which the Business Advisory Council 
of the Department of Commerce presented its 
views to the President, who later approved a 
plan for an advisory council to represent “all 
elements of the national life.” Doubt as to the 
ultimate results of such efforts is expressed by 
38 per cent of newspapers commenting. 


“COOPERATION” 1S Nothing in r ec.ent 

years,” advises the At- 
DEEMED SUREST WAY lanta Constitution 
BACK TO RECOVERY (Dem.), “has ever held 


out such hope for a sane attack upon the nation’s 
problems as the new cooperative spirit displayed 
between business and the Administration.” 
“The business and industrial elements of the 
country,” Indianapolis Star 
(Rep.), “are just as anxious for progress and 
It is to their interest to 
solve the problems of the present slump, which 
never will be solved without taking them into 
There must be cooperation and 


comments the 


prosperity as anyone, 


consideration. 
not coercion.” 

“The sensible conclusion is that business and 
the Government,” states the Omaha World-Her- 
ald (Ind.), “are endeavoring wholeheartedly to 
get together to pull themselves and the country 
out of the mire in which all have been sinking. 
The people’s cue is to cheer that effort on, with 
full credit to all that are engaged in it, Mr. 
Roosevelt first among them.” 

“The trend in the financial markets since the 
turn of the year,” says the Cleveland Plain 
Dealer (Dem.), “and the slow rate of improve- 
ment in major industries suggest as nothing else 
can the need of such assurances as business 
seeks, if a further deterioration of the economic 
situation is to be avoided.” 

“The President proposes, in effect,” accord- 
ing to the San Antonio Express (Ind.), “to 
create a new advisory body that would draw its 
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EXPLAIN THE 
RULES 
I(T MIGHT 











Cartoonist Talburt for the Scripps-Howard Neu spapers 


A Fair Request 





members, not from cloistered study and labora- 
tory, but from shop, office and factory—practi- 
cal men of affairs. Such a ‘greater cabinet’ is 
needed ;it could serve not only as an advocate 
or business, but for the people.” 


“Tt 
either 


hazardous for 
the Administra- 


is 


ACTS NOT FORMULA 
ARE NEEDED MOST : : 

tion or business men gen- 
SAYS ONE CRITIC erally,” declares the 


New York Sun (Ind.), “to assume that the busi- 
ness decline will end automatically according to 
some economic formula. ... If the President 
will tell the people what direction his policy 
toward business will take, that will be helpful; 
if Congress will try to remove existing blocks 
to business recovery it will do the country a 
greater service.” 

“The country is waiting,” says the Akron 
Beacon Journal (Ind.), “to see whether this lat- 
est hatchet burying ceremony is the real thing, 
or only a gesture to be followed by renewed 
tribal warfare.” 


| 


\ 





THE PRESIDENT AND BUSINESS: EDITORIAL VIEWS 


+ 


“The truth is, of course,” declares the Boston 
Transcript (Rep.), “that the Government has no 
program. It professes a willingness to accept 
the help of business and then either rejects or 
ignores concrete proposals made in perfect 
good faith. It speaks glibly of co-operation and 
joint endeavor and then refuses to state what 
it is prepared to do on its own part.” 

“The Commerce Department’s council,” ob- 
serves the Los Angeles Times (Rep.), “has ut- 
tered every criticism of New Deal policies 
which has been made more strongly or roughly 
by others since the New Deal began. 

“The point on which the council lays em- 
phasis—that the most pressing problem of to- 
day is unemployment in private industry—is the 
precise antithesis of the President's favorite 
thesis that reform must come ahead of recovery.” 


Arguing that because 
invest- 


THE TAX POLICIES 
BLAMED MOST FOR 
INDUSTRY'S WOES employment grows, cut- 
ting to bare necessities the demand for con- 


sumer goods, the Chicago Tribune (Rep.), de- 
clares: 


of tax policies, 
ment is stagnant and un- 


“A change of policy can reverse this trend, 
but for that no White House conferences with 
business leaders are required. Let assurances 
be given to American citizens generally that 
the tax burden is to be sharply cut; the undi- 
vided profits tax is to be repealed in fact and 
not reenacted under a different name; the capi- 
tal gains tax is to be made *> 
baiting and strangling of business is to cease. 


less onerous; the 


With such assurances, business, big and little, 
can be expected to take heart.” 
Of the proposed National Economic Council, 
the Cincinnati Times-Star (Rep.), says: 
“In theory the Bulkley plan is fine. In prac- 


tice, we have doubts. There are conflicting 
theories among economists, spokesmen for labor 
and industry, as to depressions, their cause and 
cure. And if the council could agree upon a 
program, what is the chance that it would pre- 
vail against the quarterback improvisations of 


the White House?” 
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LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 





Pe | gg . o- ¢ man duplicate that procedure when, in % sion everyone over 35 years of age.... of the reciprocity treaties that makes 
Those not intended for publication, the first instance, his banker questioned | We should start at 35 to give pensions our manufacturers and labor the goats 
and those to which writers desire to his judgment A. A, COUPLAND. because jobs today don't exist is wrong and disastrous. An adequate 


have only their initials attached if Joplin, Mo. 
published, should be so marked, 
Even if initials only are to be print- 
ed, letters must be signed and ad- 


Opposes Gold and Silver Policy 


x* * * Minneapolis, Minn. 


2 8 @ 


JOSEPH ROSENTHAL, 


American standard of living precludes 
any possibility of competing in the world 
market against the combination of skilled 


dress given. Sir:—There is no reason why we Against Fomenting Class Hatred pasate — machinery and 

Banks and Government Bonds CO Sy Se Gs es Oh Lee Sir:—Lincoln said a gover half ae a ae ee, 

not wanted by other nations at an enor- es ncoin said a government ha sider our 130,000,000 population as our 

Sir:—In a recent single issue of mous price above its cost of production; slave and half free could not stand. The best market, and it should receive ab- 

The United States News (issue of Jan. nor ought we to hoard silver at a big trouble at present is something similar. solutely first consideration in develop- 
10) may be found the statements of 11 price. We cannot continue this uneco- Our land cannot survive if class war is ment and buying power. 

banks, with total resources of about nomic practice indefinitely. Sooner or kept going. If any industrialists or GEORGE F. SHEPARD. 


$10,085,500,000 in round numbers. 
A very interesting fact is that these 
11 banks hold obligations of the United 


later, if it 


it? 


is continued, we will become 
a bankrupt nation, 
Do we need it? 


... Why do we buy according to law; 


We are now pay- 


capitalists break our laws, punish them 
but do not broadcast ; 
all over the world that they are all crim- 


Miami Beach, Fla. 4 
se = @ 


States Government in the amount of ing South Africa, Russia, and other gold inals. D. 5. “Could Anybody Have Done Better’’ 
approximately $2,763,700,000. The per- producing countries champagne price for Minneapolis, Minn. Sir:—We think as much of President 
centages of the total resources of those their gold and storing it again in the x ke & Roosevelt as we always did. I wonder 


banks in the form of obligations of the earth. 


Federal Government vary from 159 in 


Lancaster, O. 


CHRIS KELLER. Favors Reciprocity Pacts 


if anybody could have done better in 
face of all the obstacles he had to face? 


Sir:—The reciprocal trade treaty pol- 


as inspired by Secretary of 


one New York institution to 36.7 in an- x * * icv, shot through with Good Neighbor 
other New York institution. The Gov- The Poor Man’s Chariot philosophy . : 
ernment obligations of all banks in the Sir:—Your statistics state in your State Cordell Hull, is 


list are 27.4 per cent of their total re- 
sources. 

One may conclude that at least the 
banks have been “playing ball” with the 
Government—and to a pretty heavy 
tune, at that. One might also wonder 
how many more such obligations the 
banks can digest without upsetting the 
monetary applecart. ... When the Gov- 
ernment gets the banks’ funds tied up, 
to as much as 36.7 per cent in bonds— 
pieces of paper—one wonders whether 
the banks will ever be able or afford to 
refuse to accept more, even if their own 
better judgment would indicate the time 
to halt deficit spending. 

If the Government’s own bonds should 
begin to tremble, just how effective 
would the. FDIC be? And just what 
would be the condition of a bank as to 
liquidity and security under those cir- 
cumstances? If another great depres- 
sion should occur, with bank resources 
made up in the amount of one-third to 
one-half in U. S. bonds, and if tax 
sources should again dry up, just where 
would our banking system again be? 
Lilbourn, Mo. J. H. O'CONNOR. 

x * * 


Limits to Government Credit 
Sir:—For over five years the present 

Administration has been giving away 

money that did not exist. The exact 


parallel would lie in the case of man go- 
ing into a bank and signing a note, the 
proceeds of which he distributes to men 
How many times could the 


on the street 








issue of Jan. 3 that more than half of 
the automobile owners in the United 
States have incomes of $1,500 a year or 
less. How can any such family afford 
to own an automobile? Well, it just can’t 
afford it. It has the car by the grace of 
creditors—that is, the doctor, hospital, 
dentist, landlord, filling station, garage, 
grocer, drygoods dealer and the general 
taxpayer. . 

If the United States had cars in fam- 
ilies that can afford them and not other- 
wise, the President would not need to 
worry about how to balance the budget. 
I could balance the Federal Budget and 
Still do absolute justice to all poor fam- 
ilies—but it cannot be done and buy 
them automobiles and gas to run them. 
Great Falls, Mont. BYRON DEFOREST. 

. @ @ 
Dr. Townsend’s Remedy 

Sir:—There is only one thing wrong 
with this country. All it needs is buying 
power, and that can be restored by 
passing a bill that is before Congress at 
present, the General Welfare Act. H. R. 
4199... . Any plan that has millions of 
people back of it surely is worth giving 
a trial. D. B. DIETZ. 
Pompano, Fla 

x * * 
Old-Age Pensions at 35 

Sir:—Who should own the timber, oil, 
coal, ore, etc., which comes from the 
ground? I say all the people of these 
United States. If the people would own 
it we would have enough money to pen- 








winning golden 
opinions at home and abroad. The Hull 
policy with impressive clarity has dem- 
onstrated its potential value in rebuild- 
ing our anemic foreign trade. . . The 
mutuality of interest principle is ethi- 
cally sound and so fundamental as a 
basis for permanent international inter- 
course that it energizes and compels its 
own appeal. 

Cordell Hull, with a genius for state- 
craft, apostle of peace, maker of mar- 
kets for farmers and manufacturers, 
would be an ideal bi-partisan candidate 
for the Presidency. LOUIS J. BROOKS. 
St. Louis, Mo. 

x * * 


The South and the New Deal 

Sir:—The solid South is not yet aware 
of the fact that they have not a Demo- 
cratic President. A lawyer told me he 
did not read the other side because he 
was a Democrat and would always vote 
for a Democratic President. I know 
them all over the State who talk that 
way. And the South will suffer more 
than any other part of the country from 
the New Deal. The misinformation is 
appalling MRS. M. E. J. 
Dalton, Ga. 

x *« * 

Opposes Reciprocity Pacts 


Sir:—I am of the settled conviction 
that the depression remedy must be 


predicated 80 to 90 per cent upon bet- 
ter wages for the 40 million unorganized 
. That 


and underpaid workers part 








. We don’t enjoy these depressions, 
but I think it is up to the people to 
cooperate. MRS. T. W. 
Russell Springs, Kans. 

x * * 


A Swap of Jobs Suggested 

Sir:—Joe Kennedy's record in han- 
dling both public and private matters 
is so good that it would be like painting 
the lily or gilding the gold for me or 
anyone else to praise him. I would pro- 
pose that Mr. Kennedy be permitted or 
drafted to step into the White House 
until Jan. 20, 1941, or as much longer 
as he will consent to serve there, and 
send Mr. Roosevelt to the Court of St. 
James's, London, England. 

If Mr. Kennedy should make a success 
as President, and I am sure he would, 
we would not mind getting the worst of 
it at the Court of St. James's, because 
we have always had that costly and un- 
pleasant experience and would not be 
surprised. J.P. RYAN. 
Chicago, Ill. 

x* * * 


Urges Peaceful Cooperation 

Sir:—It is business that will create 
prosperity and create jobs for the peo- 
ple. Government cannot do it. It was 
a sad mistake when government began 
going into business. . . . Government is 
assuming too much responsibility. Busi- 
ness and government are two distinct 
forces. When one tries to swallow the 
other there is bound to be a choking 
or strangulation for both business and 
government. H. LONDUS PARSONS 
Charleston, W. Va. 
































t Elderma ew } 


Your Future Looks Dark 





Editorial Comment, 
Pro and Con, on: 
1. Oil-Price Fixing 


2. Future of Anthracite 


3. President's Veto Power 


ROSECUTION of a large group of oil com- 
panies and their officials, which resulted in 
conviction, in a Federal court Wisconsin, of 
conspiracy to fix prices of gasoline, is felt by a 
large proportion of commenting newspapers to 
have been an ute result of changing 
policies of the Government the en- 
forcement of anti-trust 
Editors point out that under the NRA pro- 
ducers were encouraged to enter into such agree- 
ments as might be justified by the codes estab- 
lished at that time. Since the passing of the 
NRA, it is declared, many who had been observ- 
ing the codes continued the established practices 
and have now been convicted of illegal acts. 
Thus the administration as wel! as government 
agencies, are charged by these commentators of 


in 


untortuné 


regaralng 


laws. 


Inconsistency. 


However a smal! minority of commenting news- 


papers insist it is not inconsistent for Federal 
officials to enforce the existing statutes; that 
such is their duty. 


\ 


Nationalization of Coal 


ROPOSAL of Governor Earle. of Pennsylvania, 
that the Federal Government take over the 
anthracite mines in that State little 
support from commenting newspapers, nearly all 
of whom argue that there is scant chance that 
the Government could show any greater effi- 
ciency in mining than does private ownership. 
Also, it is argued, that any attempt to reju- 
venate the anthracite industry would mean more 


receives 




















Cartoonist Ch b air or the King Fe Sy e 
The Cushion 
money out of the taxpayer’s pocket and that such 


nationalization of the coal fields would eliminate 


local sources of taxation. 


Some newspapers however argue that con- 
ditions in the anthracite field are such that Gov- 
ernment operation is the only remedy; that 
desperate needs justify the experiment, already 


tested in Great Britain. 


Defect of Selective’ Veto 


practically 
condemnation of the Senate 
Appropriations Committee for striking out of the 
Independent Offices Bill the provision that 
would authorize the Presiden: to veto separate 
items 

Editors contend that only through such veto 
power can the Executive achieve any worthwhile 
economies. They say conditions are such that 
no reliance can be placed on legislators to with- 
stand powerful influences seeking undue loca] or 
State appropriations. 

t is agreed by the critics that such selective 
veto might greatly enlarge the Executive’s power 
over individual legislators, but, they argue, such 
enlargement of power would not be objectionable 


newspapers are 


Pigg icie 
4 unanimous 


im 


if offset by increased power to curb raids on 
the Treasury without wrecking general appro- 
priation bills 
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Alfred P. Sloan, Jr. 


Chairman of the Board, 
General Motors Corporation, 


answers: 
N REPLY to your inquiry with re- 
gard to the question of wages and 


prices, their maintenance, etc., I 
would state that my experience 
leads me to the following conclu- 
sions: 


High or low hourly wages, mean 
little, as such. Too much considera- 
tion is given to wages, in terms of 
money. Money is simply a means 
of exchanging one form of produc- 
tivity to another. It is the ratio of 
wages prices that determine 
whether the standard of living is 
rising or falling. 

It is my considered judgment that 
wages, in certain industries, have 
risen too rapidly in relation to the 
wage level of the economy, as a 
whole. Prices have necessarily had 
to be increased. The economy has 
become unbalanced because of this 
fact—an important contributing 
factor, in my judgment, to the pres- 
ent recession 

The revolutionary increase in 
wages and shortening of hours 
which has taken place in the last 
year, has reduced the standard of 
living, because improvement of ef- 
ficiency, technological or otherwise, 
is an evolutionary, not a revolution- 
ary process. 

While high wages are essential to 
increasing purchasing power, espe- 
cially among those who have the 
least, sooner or later we must learn 
that we can not increase wages and 
Shorten hours, or both, except 
through a compensating increase of 
productivity. 


to 


I do not think that industry, in 


general, can reduce prices without 
reducing wages. In some units 


of 


industry, this undoubtedly could be 


done 
up less than wages 


In general, prices have gone 


Maintaining the rapid increase in 


wages which has 
gether with the 
hours—and the economic 
the same in both instances—where 
that increase has not been offset by 
a eorresponding increase in produc- 
tivity, will prolong the depression. 
An adjustment must, sooner 
later, take place. Wages must 
down or efficiency must go up, with 
a corresponding reduction in prices. 

On the other hand, a readjust- 
ment of: the general wage scale 
downward, involving the economy as 
a whole, is highly undesirable. It 
should be resisted. It would be de- 
flationary in effect, for the imme- 
diate position, and would accom- 
plish nothing from the standpoint 
of the long pull. 


Frank H. Knight 


Professor of Economics, 
University of Chicago, 


answers: 
O the first question, I 
No. 

To the second: No. It is self-evi- 
dent that costs must fall with prices 
if business is to make a _ profit, 
which it must do to operate, and 
costs mean chiefly wages. But other 
items are also :mportant 

To the third: Pegging wage rates 
is certain to increase depression and 
unemployment, unless accompanied 
by effective inflationary measures. 

In general: Tne President's state- 


taken place, 
shortening 


20 


answer: 


— — = 


to- 
of 
result is 


or 


+2 
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ALFRED P. SLOAN, JR. 
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Question of the Week: 





President Roosevelt says, adding that otherwise the Gov- 


ernment itself “must consider other means of creating 


| purchasing power.” 


| The soundness of this economic theory and its value 


in the present depression is the Question of the Week. 


To secure a comprehensive review of the merit of these 


ers, and others versed 


inquiries: 


views. The United States News addressed industrial lead- 


business economics, these 


| Are high hourly wages necessarily a protection 


against depression, regardless of the efficiency 


or of the relationship to wages in industry? 


As a practical matter, can an industry in a period 





ment is an example of the purchas- 
ng-power fallacy. Effective new 
purchasing power can only come 
through inflation, which is danger- 
ous at best and doubtfully feasible. 
The only way to restore normal busi- 
ness is to restore confidence of busi- 
ness men in security of investment, 
change of profit commensurate with 
risks, and reasonably free hand in 
management. 

An open labor market will give 
workers more than any possible gov- 
ernmental regulation. Political ac- 
tion on behalf of workers should 
be through taxation, public services, 
relief at necessary minimum levels 
and “honest” social insurance, not 
meaning disguised subsidies. 





Sumner H. Slichter 


Professor of Business Economics, 
Harvard University, 

answers: 

(By 

HE country has a certain amount 


Telegraph) 


of money and the people are 
willing to spend it at a certain 
| rate. If prices could be reduced 
without diminishing the rate 


at which people are willing to spend 
money, then the expenditures of the 
country would obviously buy more 
goods and more people would have 


jobs. I believe that many prices 
could be reduced without diminish- 
ing the rate at which people are 


willing to spend money. 
Can industry reduce prices without 


reducing wages? I do not believe 
that sweeping reductions in wages 
are necessary or cesirable. They 


would probably do more harm than 
good, because they would induce 
business enterprises to postpone 
commitments and thus reduce the 
total volume of spending. 

A large number of scattered wage 


reductions are undoubtedly neces- 
sary, because the employer lacks 
working capital and cannot meet 


pay rolls and give employment un- 
less he reduces wages. In other in- 
Stances, wage reductions are neces- 
Sary because the wages paid by a 
plant are out of line with those paid 
by competitors. 

Wages advanced very rapidly and 
very unevenly last vear and some of 
the plants and industries which 
gave the largest increases will have 
to make cuts in order to hold their 
markets. 

Wage reductions would help the 
general business situation in those 


+ The President's Views 


RESIDENT ROOSEVELT’S opposition to wage reductions in in- 


dustry and belief in necessity of lower prices, but not 
pense of wages, were set forth in a formal statement, Jan. 
his regular semi-weekly press conference. 


following question: 


“Do you agree with Mr. Fairless that steel prices can’t 


duced without cutting wages?” 


at 
25, at 
to the 


ex- 
It was in reply 


be re- 


This referred to a letter last week to the Senate Committee in- 


vestigating unemployment from 
Benjamin F. Fairless, president otf 
he United States Steel Corporation, 
in which he said. 

“It is clear that prices can not be 
reduced without a corresponding re- 
duction in costs, of which wages are 
the most important part.” 


POSITION AS TO WAGES 

The President's formal answer to 
his press questioner follows in full 
text: 

“I'm afraid it won't help for me 
to answer that question again. 

“I have said so frequently—and I 
do not know how to say more clearly 
and unequivocally than I have al- 
Teady said—that I am opposed to 
wage reductions. 

“Iam opposed to wage reductions 
because the markets of American in- 
dustry depend on the purchasing 
power of our working population. 
And if we want to restore prosperity 
we must increase, not decrease, that 
purchasing power. 

“There may be a special hourly 





+ 


wage situation in some building 
trades in some localities which, so 
far as the total yearly earnings are 
concerned, may call for different 
treatment, but even there our pri- 
mary purpose is to increase and 
not decrease the total of the an- 
nual pay of the workers. 

POSITION AS TO PRICES 

“Now as to prices. 

“A mass-production industry de- 
pends on volume for profits. No 
mass-production industry can ex- 
pect to make a profit when volume 
is small. The steel industry cannot 
make a profit at 30 per cent capacity 
but it can at 50 per cent or 55 per 
cent of capacity. The only way to 
get volume up is to produce goods 
for a price the public will pay. A 
mass-production industry in its own 
interest should ask for its products 
what the people can afford to pay. 

But that does not mean that such 
price reductions can come out of 
wages. Those who believe in the 
profit system must recognize that 


downward with prices? 


of recession reduce prices until it finds a mar- 
ket, without at the same time reducing wages 


What would be the effect on employment of 


maintaining high hourly wages in periods such 


| as the present? 


Answers received’ to 


herewith. 


cases where they would improve op- 


portunities for the 
capital. 
building trades. The building 
the consumer's dollar 


tomobile industry. 


1926 and it 
until it is able to give the 
buyer much more for his money. 





Irving Fisher 


Professor of Political Economy, 
Yale University, 


answers: 


(By Telegraph) 
JHEN wages are artificially kept 
from falling with falling prices, 
employers employ fewer men. The 
present unemployment was largely 
! caused this way. It was partly Presi- 
dent’s Hoover's fault for urging just 
what his successor is urging now. 

What we need is more money, that 
is, deposit currency, and more confi- 
dence that the Administration will 
let employers earn enough to induce 
them to employ. Both could be 
brought about by the President and 
Congress. 

The President’s hint that he may 
resort to some other means of creat- 
ing the needed purchasing power 
affords ground fcr hope rather than 
fear. 


‘Roger W. Babson 


Economist, Chairman of the Board, 
Babson’s Statistical Organization, 


answers: 
(By Telegraph) 

BELIEVE it is a mistake for either 

side to talk about wages or prices 
now. It is a mistake to attempt 
artificially to hold them up or mark 
them down. Wages and _ prices 
should be allowed to seek natural 
levels free from arbitrary corpora- 


on Wages + 





those who get the profits when busi- 
ness is good must bear the losses 
when business temporarily is slack. 
Those who get the profits when in- 
dustry gets the volume are the ones 
to bear the risk of such price re- 
ductions as may be necessary to 
stimulate and restore volume. 


NEED OF BUYING POWER 

“Those in charge of a well-man- 
aged and solvent industry should 
no more consider casting the burden 
of a temporary business recession 
upon their workers then upon their 
bondholders. To cast such burden 
on the bondholders is financial 
bankruptcy. To cast such burden 
on its workers is not only moral 
bankruptcy, but the bankruptcy of 
sound business judgment. 

“Industrialists kill the goose 
which lays the golden egg when they 
keep prices up at the expense of 
employment and purchasing power. 
Industrialists kill the goose which 
lays the golden egg when they cut 
wages and thereby reduce purchas- 
ing power. Either policy is self- 
defeating and suicidal. 

“If industries reduce wages this 


investment of 
The clearest case is in the 
in- 
dustry is in fierce competition for 
with the au-| 
It has been los- 
ing in this competition ever since 
will continue to lose 
home 





winter and spring, they will be de- 
liberately encouraging the withhold- | 
ing of buying—they will be fostering | 
a downward spiral and they will | 
make it necessary for their Govern- | 
ment to consider other means of 
creating purchasing power.” 
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these 








questions are presented 


tion control or labor leader control. 

Eliminate politics from the situa- 
tion today and the unemployment 
problem will solve itself. This prob- 
ably means, however, resorting tem- 
porarily to an impartial coalition 
Government at Washington. 

This is the way the problem was 
met in England and, in my opinion, 
should now be tried here. To have 
real confidence, all parties must feel 
they will be treated fair] 


Chairman, Department of Econom- 


ics, University of Chicago, and 
Former Member, National Labor 
Relations Board, 

answers: 


| paginetreone with your request for 
4 a Statement on wage and price 
policies, I may say that no short 
Statement can be either wholly true 
or adequate. The fact is that the 
problems involved are intricate and 
that there is doubt as to much that 
might happen if, say, wages were 
reduced. 

Perhaps both wages and _ prices 
were In many cases advanced too 
much in 1936 and the first part of 
1937. The prospect of increased 
costs and prices hastened produc- 
tion and the building up of large 
inventories. This is one factor ex- 
plaining the present recession. Now, 
faced by recession, what does good 
policy call for? 


AS REGARDS WAGES 

As regards wages, there would be 
a sound case for a reduction when 
earnings would be increased rather 
than reduced. Perhaps in construc- 
tion work and some other cases re- 
ducing labor cost: would beget activ- 
ity and maintain or increase earn- 
ings. 

In other cases, any feasible reduc- 
tion in wages could not be expected 
to have that result because the item 
of labor cost is too small to make 
much difference in prices, or be- 
cause the demand for the product 
or service is such that consumers 
do not respond readily to any but 
drastic reductions in prices, or be- 
cause business men may pocket any 
savings and improve their bank bal- 
ances rather than pass the savings 
to the consumers. 

The fact is that general wage re- 
ductions constitute a poor instru- 


on 
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ment for lifting a country of 
depression. Yet, if in basic indus- 
tries in particular and in housing, 
programs involving lower hourly 
rates, cheaper materials, and lower 
costs can be worked out and at the 
same time labor’s earnings pro- 
tected, that would be all to the good 

As regards prices, there has been 
quite too much of price maintenance 


out 


at the expense of volume. Many 
prices have been and remain too 
high. Price reductions would stimu- 


late consumption and the volume of 


Sales, and reduce production costs 
per unit, in varying degrees in dif- 
ferent industries, other things equal. 

At the same time, it must be rec- 


ognized that other things may not 
remain equal. For example, if there 
is hope that prices will go still lower, 
many consumers of durable 
may postpone buying. In some cases, 
price reductions might result for a 
time in decreased consumption. 
Also to be mentioned in this connec- 


goods 


[Continued on Page 15.] 





IS MAINTENANCE OF HIGH-WAGE LEVEL 
NECESSARY TO RAISE 
—¢Aarry A. Millis 


Keep wages on a high level but cut the prices on output, 


+. 


PURCHASING POWER 


*Alvan Macauley 
President, the Packard 
Motor Car Company, 


answers: 

NSWERING the questions of your 
f telegram, industry cannot use 
ually, in a period of recession, ree 
duce prices until it finds a market 
without at the same time finding 
Ways to reduce costs 

In modern industry, profit ordi- 
narily represents a small percentage 
of the price of the article sold. Days 
of high profits have gone and the 
narrow profit remaining must be 
safeguarded with exacting care to 
Survive at all. 

Of course the normal profit mar- 
gin narrows or disappears alto- 
gether with the reduced production 
a recession brings 

High hourly wages in the automo- 
bile industry are being maintained 
during this depression, though, with 
very many companies profits will be 
extinguished. Employment of course, 
is seriously affected. 





Walter E. Spahr 


Professor of Economics, New 
York University, 


answers: 
: President’s statement call- 
ing for the maintenance of 


existing wage levels as a means of 
combating the recession is in direct 
conflict with the economics of the 
problem. 

The maintenance of high or ex- 
isting wage rates in the face of a re- 
cession and declining demand for 
labor merely increases unemploy- 
ment. Wages are prices, and are 
subject to the laws of supply and 


[Continued on Page 15.] 
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Lee Moore — who judged 
1% million lbs. of tobacco 
in3 weeks—explains why 
so many independent 
experts “go for’ Luckies 


“M* LIFE has been tobacco,” says Mr. Moore. 

“I started as a tobacco farmer. Then, in 
1909, I became an independent buyer—in 1920 
a warehouseman—and since 1927 I’ve had my 
own tobacco warehouse in Georgia. 

“It’s a matter of dollars and cents to me 
to be able to judge tobacco quickly and accu- 
rately. Now I know exactly what kind of 
tobacco Lucky Strike buys. So I’ve smoked 
Luckies for 11 years.” 

This is the honest opinion of an impartial 
expert who sells tobacco to all cigarette manu- 
facturers, but who is not connected with any. 
And there are many other such experts who 
agree with Mr. Moore. 

Sworn records show that, among indepen- 
dent tobacco experts—not connected with any 
cigarette manufacturer —Luckies have twice 


as many exclusive smokers as have all the 


other cigarettes combined. 
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OMPLAINT by the Department of Justice against United States 
4 District Judge Ferdinand A. Geiger, of Wisconsin, has raised a 
question which may bear importantly on the prospective revision of 


the anti-trust laws. 


It is whether the Government properly can use its power of crim- 
inal proceedings as a lever to obtain the consent of prospective de- 
fendants to a court decree enjoining them from alleged illegal busi- 


ness practices. 


Robert H. Jackson, Assistant Attorney General in charge of anti- 


trust law enforcement, told 


the 


Judiciary Committee of the 


House of Representatives that such use of compulsion is an estab- 
lished practice of the Department of Justice in “consent decree” 


cases. 
justified by precedent 

The question arose from a grand 
tigation of automobile fi- 


jury inves 
nancing companies identified prin- 
cipally with the General Motors 
Corporation, the Ford Motor Com- 
pany, and the C sler Corporation. 
Independent financing 


hrvu 
nry 


companies 


had charged unfair competition and 
restraint of trade, and asked relief. 
Government lawyers began present- 


ing evidence to a grand jury in Mil- 
waukee in September, seeking crim- 








inal indictments. 
Subsequently, representatives of 
the companies involved and of the 
Department of Justice conferred in 
Washington looking to disposition of 
the case by an agreement under | 


which the companies would cease 
the contested practices. Judge Gei- 
ger summoned counsel before him 
expressed disapproval, and dismissed 
the 


the grand jury, whereupon 
Department of Justice preferred 
charges agai Judge Geiger by 






drawing the matter to the attention 
of the House committee. 

The Department wrote Chairman 
Sumners of the House Committee on 
the Judiciary that Judge Geiger had 
prevented criminal proceedings and 
had taken “an attitude which made 
it impossible for this Department to 
obtain a civil decree which would 
have given relief to consumers from 
the payment of excessive charges, re- 
lief to dealers from coercion....” 


State and Local Bars 
Defend the Judge 


The Wisconsin State and Milwau- 
kee County Bar Associations took up 
cudgels for Judge Geiger and sent 
representatives to testify in his be- 
half 

“The ‘attitude’ of the Judge,” it 
was asserted by his defenders, “was 
not to prevent relief, either criminal 
or civil, his definite attitude and po- 
sition being that he would not per- 
mit his court to be made a party to 
a deal wherein alleged law violators 
would be released from criminal re- 
sponsibility upon compliance with 
stipulated conditions; or whereby an 
arm of his court would be used as a 
means of compelling compliance | 
with these conditions; and whereby 
criminal processes of his court 
would be abused.” 

Asked in the hearing whether he 
believed a violator of a criminal 
Statute should be excused if he 
promised not to repeat the offense, 
Mr. Jackson — who last week was 
named to be Solicitor General—said: 
“No.” He immediately qualified his 
answer by saying anti-trust laws 
were an exception, because it was 
impossible to prosecute all violators 
without an immense additional staff | 
and “additional help on the bench.” 

Mr. Jackson had explained it was 
almost impossible to obtain evidence 
for enforcement of the anti-trust 
laws except by the grand jury pro- 
cedure, and the power of subpoena 
there involved. No “consent decrees” 
would ever be entered otherwise, he 
Said. 


Chairman Sumners Sums 
Up Views on Methods 


After hours of testimony, Chair- 
nan Sumners expressed what, he be- 
lieved, might be the majority senti- 
ment of Congress, to this effect: 

Evidence for anti-trust prosecu- | 
tions naturally must be obtained; 
but “it would be unfortunate” if the 
evidence had to be obtained through 
means by which the prosecuting of- 
ficer could persuade the grand jury 
and had power to institute criminal 
proceedings. Improvement of the 
method by legislative action may be 
the answer., 

“It appears to me,” said Mr. Sum- 
ners, “that if we could devise some 
plan by which we could keep our- 
selves free of any suspicion of trying 
to exert the pressure of a great 
Government against the private citi- | 
zen, it would help some.” 

Excerpts from the stenographic 
record of the testimony before the 
House Committee follows: 

REPRESENTATIVE MICHENER (Rep.), 
of Mich.: This is just a question as 
to whether or not the judge inter -| 
fered with the lawful rights of the 
Department of Justice in function- 
ing as it should function. Is not 
that right? 


Mr. Jackson: I think that is 
true, but I think you will have to 
look into the case much more 


deeply than that, because you must 
bear in mind that the process of 
obtaining consent decrees with the 
idea that criminal proceedings 
were even pending, or possible, is a { 


He said it was necessary and ¢—— 


very long established practice and 
that was not something new to this 
particular case. 

I am quite confident no consent 
decrees would ever be obtained if 
you did not have the power of pro- 
ceeding before the grand jury; and 
during the pendency of these cases, 
these conferences always occur. As 
a matter of fact, we have to get our 
evidence entirely from the com- 
panies themselves 

Mr. MICHENER: In other words, 
compulsion is used, as a rule, by the 
Department in getting these con- 
sent decrees? 


Says “Pressure” Necessary 
To Get Decrees 


Mr. JACKSON: Absolutely. Let 

s not have any mistake about that. 
You can never get a decree against 
any of these companies if you do 
not have the pressure on them. 

CHAIRMAN SUMNERS: Do you mean 
you threaten a man with sending 
him to jail, to get a judgment in a 
civil suit? 

Mr. JacKsON: No, you do not 
need to threaten him. He under- 
stands that you have two remedies. 
We can not even get the evidence 
in many of these cases without in- 
voking a*grand jury, because these 
anti-trust cases are not situations 
like an assault case, where you can 
call somebody to prove what hap- 
pened; you have to get your evi- 
dence from the companies them- 
selves; and these companies, it 
might be said, I do not think were 
100 per cent cooperative with us. 

But from the very inception of 
these cases, we have been in confer- 
ence with them, getting their books 
and getting their papers. We al- 
ways get our evidence in anti-trust 
cases primarily from the files and 
records of the company; and they 
always come back and say to us, 
“What do you claim we are doing? 
We want to obey the law. Tell us 
what your complaint is.” | 

THE CHAIRMAN: You go to a man 
and say, “Now, we want this de- 
cree. We represent the Govern- 
ment. You agree to what we want, 
or we will send you to jail?” 

Mr. JACKSON: No, no, we do not 
say that at all. We go and ask for 
the evidence. We ask them, “What 
are you doing with reference to this 
matter?” We have complaints, and 
sometimes they come to us, as they 
did: in- this case. They ask us, 
“What do you propose to do? Are 
you getting after us civilly or crim- 
inally?” 

We do not commit ourselves. We 
can not commit ourselves. Then the 
time comes when you have to have 
more evidence and they voluntarily 
give it to you; and in this situation, 
there was evidence that we could 
not get, because of the fact that 
automobile dealers only hold their 
franchises from day to day. These 
are subject to immediate cancella- 
tion and, therefore, they were not 
willing to make statements, unless 
we could bring them before the 
grand jury and compel them to 
testify. 


Subpoenas Used 


to Get Documents 

When the grand jury proceedings 
were brought, subpoenas were 
served upon, these companies for 
large volumes of documents, many 
of which we had already seen, be- | 
cause a man from the Department 
had spent a good deal of time in- 
vestigating this finance industry. 

This in an exceedingly important 
industry and a delicate one. It was 
then, when we sought evidence, that 
the first discussion occurred. 

The independent finance com- 
panies were urging that we get im- 
mediate relief for them, because 
they were not able to survive dur- 
ing four or five years of litigation. 

As you know, on these anti-trust 
laws—when you start a case it is 
very seldom completed in the Ad- 
ministration that starts it. 

We laid down to the finance com- 
panies, as we think they had a right 
to know, what the independent fi- 
nance companies were complaining 
about. 

In conference, we gave them the 
complaints, the specific items of the 
complaint. Most of them said they | 
could be voluntarily remedied: 
some of them were doubtful wheth- 
er they could be remedied, and they | 

| 


are still doubtful whether they can 
be, or not. 

The independent finance compa- | 
nies joined with us in determining | 
whether or not, as a matter of fact, ! 


+ they could 


d 


be remedied by a con- 


t decree 
Now 


respect 


SC ii 
little 
Many 
But 


in general, I 
for consent 
they 
were 
could be defined in 
which could be prohibited, specifi 
which the independent 
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have very 
decrees 


are not effective 


times 
} 


he wl 


yr I 
a consent decree 





re specific practices 






4 








practices 


finance companies—if these large 
companies would forego—then the 
independent companies could get 


their share of the business 

REPRESENTATIVE TOWEY (Dem.), of 
N. J.: Do you think you could get 
a consent decree without pressure 
of criminal prosecution? 

Mr. JACKSON I do not 
there is a consent decree ever 
tered that would have been entered 
if it had not been possible to have a 
proceeding before a grand jury, be- 
cause the company has nothing to 
lose if it back and says, “No, 
we won't give you a consent decree,” 
if the only thing you can do is sue 
them for it. They do not fear civil 
suits 

Mr. MICHENER In other words it 
operates in the manner of a plea in 
confession and avoidance? 

Mr. Jackson: There is no doubt, 
in my judgment, that if there were 
no possibility of a criminal proceed- 
ing, we would never get a consent 
decree in any of these be- 
cause the company that is proceeded 
against has nothing to lose by tak- 
ing a chance with the judge 


think 


en- 


SIts 


cases, 


Propriety of Actions 
of Judge at Issue 
THE CHAIRMAN: Here is the prac- 
tice of using the possibility of a 
grand jury indictment to procure a 
decree in some cases. at least. I 


JUDGE FERDINAND A. GEIGER 


j 
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Shall the Department of Justice institute criminal proceed- 


ings to get evidence of anti-trust violations and use it as a 
device to get “consent decrees”? . . . Robert H. Jackson, As- 
sistant Attorney General, says “Yes” . . . Judge Geiger said 
“No” and dismissed a federal grand jury... . 

The Department countered by asking the House Judiciary 


Committee to examine Judge Geiger’s ruling. . . . 


Senators 


King and Burke now want to examine Mr. Jackson, who has 
been nominated to be Solicitor General and whose confirma- 
tion comes before a Senate committee this week. . . 

Excerpts from Mr. Jackson's testimony are presented here- 


with. 








preserve the proceedings 

THE CHAIRMAN: The criminal pro- 
ceedings? 

Mr. JACKSON: Yes; we could 
go ahead one way or the other. If 
he was not satisfied to have us wo®k 
for a consent decree and solve this 
thing, then we wanted to solve it 
the other way.... 

But the grand jury was broken up 


SO 


and the whole effort of the Govern- 
ment to straighten out a difficult 
situation in the industry was 
brought to an end. There is a great 
problem here and the independent 
finance companies approved of 
every step in our negotiations. 

In other words, I wanted to be 
dead sure—I do not know the 


finance game particularly well—but 
I wanted. to be dead sure that any 
decree that we got, would be an ef- 


fective decree, and for that purpose, | 


+ the Department. In most of 


who have been called are 


frequently obtained — 
quently, we find. 
These defendants 
under 2 
that the criminal processes 
availabie; and if you repeal 


were not 


enforcement. 
Mr. SATTERFIELD: 


cover the testimony of those wit- 


nesses as they testified before the 


grand jury? 
Mr. JACKSON: 
in this case. 


We did 





—Wide World 


ROBERT H. JACKSON 





think that is not quite a fair state- 
ment as to the very definite rela- 
tionship between a criminal prose- 
cution and a consent decree. The 
thing for the committee to consider 
is, first, whether th has a 
right to act as he stated, and that 
sort of situation obtains with refer- 
ence to these cases. 


judge 


Mr. JACKSON: It is more than 
that, because we were proceeding 
along the usual lines of the Anti- 


trust Division for many years in try 
ing to reach consent decrees. That 
was stopped by Judge Geiger’s atti- 
tude. ... 

Now, some judges we might have 
taken the matter up with. We 
tempted to explain it to Judge 
Geiger. There is a great deal that 
is not yet in this record. 

Judge Geiger waved aside the 
public interest in getting this thing 
settled and the fact is, he told our 
representative that it did not mat- 
ter what we were trying to accom- 
plish by a consent decree; that he 
was not interested in it. 

I do not want you to understand 


at- 


these are his exact words. You 
should hear from the man who 
talked with him, because I was not 
present. 

Now, we had, as the Attorney 
General's letter says, a course of 
conduct with reference to Judge 


Geiger, and I do not,want to say 
anything in severity, because he 
may have had reasons for it, but we 
had a great deal of difficulty in that 
district. 


Says Indictments Dismissed 
After Pleas of Guilty 


The fundamental 
the Attorney General 
this committee the administra- 
tion of law in that district. We 
have had indictments dismissed 
there after parties had pleaded 
guilty to them. We didn’t want this 
thing broken up, because we knew 
if it were followed up, it prevented 
all possibility of getting an early so- 
lution, and the gentlemen who are 
against us want an early solution; 
they want to know what this great 
industry can do. 

However, with Judge 
temperament, there was 


question that 
brought to 


is 


ttiy 


vull 


Geiger’s 
nothing 


for us to do but call off the consent 
decree negotiations, in an effort to 


we had the counsel of the independ- 
ent finance companies check every 
arrangement that we proposed to 
make and agree to bind themselves 
by it. 

So we were not willing to subject 
these particular people to unfair 
competition by tying their hands 
and leaving the other finance com- 


panies free. That would not be 
fair. . 

Now, the independent finance 
companies present a very difficult 
situatiun. We are suspended with 


this proceeding. undetermined as to 
how far tc proceed until this com- 
mittee decides. ... 

REPRESENTATIVE, WALTER (Dem.), of 
Pa.: Why do you not proceed with 
your civil end of it? 


Mr. JACKSON: Because we can not 


Start them simultaneously. If you 
do, the attorney gets up in the crim- 
inal case and says, “There is no need 
of your convicting them, because 
they will get their remedy in the 
civil case.” We never can have two 
proceedings running at the same 
time. 

REPRESENTATIVE HEALEY (Dem.), of 
Mass.: The procedure which you 


followed in this case was the usual 
procedure in these kinds of cases, 
followed for many years by the At- 
torney General's office? 
Mr. JacKson: There 
precedents for it. 
REPRESENTATIVE MASSINGALE 
(Dem.', of Okla.: As I understand 
your position about this grand jury 


are many 


evidence, the only effective way, 
from the Government’s standpoint, 


of getting evidence upon which it 
can proceed either criminally or by 
a suit in €quity, is through the grand 


jury? 
Mr. Jackson: That is right. 
Mr. MAsSsINGALE: And that was 


the object in making the inquiry? 

Mr. Jackson: The Department 
of Justice has no power of subpoena. 
We can not compel the production 
of any evidence, except before the 
grand jury; and until you have got 
the evidence, you can not know 
whether vou have a case that ought 
to be prosecuted civilly or criminally. 

Rep. SATTERFIELD (Dem.), of Va.: 
How do you get the evidence that is 
adduced before the grand jury? Is 
that not a secret preceeding? 

Mr. Jackson: That is available to 


could obtain it, but we do not have, 
except as Mr. Russell Hardy would 
represent the Department, and he 
was present. 

Mr. SATTERFIELD: I think you 
said that, when you needed addi- 
tional information, it became neces- 
sary to proceed with the grand jury? 

Mr. Jackson: That is right. 

Mr. SATTERFIELD: How do you get 
that information? What is the 
method by which you hope to get 
that intormation, after the grand 
jury is set in motion, or a prosecu- 
tion set in motion or set 9n foot? 

Mr. Jacksons Just for a civil pro- 
ceeding—for the moment, leave out 
of the question any criminal pro- 
ceeding—we have no way of getting 
evidence. We go to the gentlemen 
involved, and ask them to give us 
access to their files. They usually 
refer the question to their lawyers. 

After some period of time, we get 
access to their files sometimes, and 
sometimes we do not. But whenever 
you have a situation in which you 
have to get evidence by a compul- 
sory process, in order to know what 
your situation is, the only vehicle 
we have is the grand jury; and in 
those cases, we issue you a subpoena, 
call your people, subpoena your doc- 
uments and hear your evidence... 

Mr. SATTERFIELD: What opening 
do you, or a representative of the 
Attorney General's office, have to 
question the witnesses before the 
grand jury? 

Mr. JacKSON: Mr. Hardy, our rep- 
resentative, would be present. 


Testimony Used 
as Basis for Action 


Mr. SATTERFIELD: 
mitted to use their testimony in any 
other action, and disclose, in any 
way, what goes on in the grand jury 
room? 

Mr. JacKsON: He is not permit- 
ted to disclose what goes on in the 
grand jury room, but the informa- 
tion that he gets is available to us, 
to determine whether to go on with 
the criminal proceeding, or not. 

Mr. Towey: As I understand, you 
do not want this committee to con- 
sider Judge Geiger’s action in the 
light of strict interpretation of this 
particular line of testimony that you 
have in that report there, but you 


these 
anti-trust proceedings the witnesses 
well 
known, znd they are observed as to 
who goes in and out of the grand 
jury room, and their statements are 
all too fre- 


put 
third degree, but they knew 
were 

the 
criminal processes of the anti-trust 
laws, you will have no anti-trust law 


not have 
I think we probably 


Does the Attor- 
ney General’s office have access to 
any reports which are made, which 
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And is he per-| 


THE CHAIRMAN: 





+ the entire procedure in the Attor- 
ney General's office, as you can de- 
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velop it over the years, and how it 


has been carried on in the past? 
Am I correct? 

Mr. Jackson: Yes; because, if 
Judge Geiger is correct, then we 


have got to make a choice of where 
we are going before we know what 
the evidence is; and if we can not 
confer with a view to the consent 
decree, then you have an enormous 
obstacle to overcome. 

Mr. Tower: Is it possible to 
amend the Sherman Act so we can 
give you a greater power of sub- 
poena in your criminal or civil ac- 
tions, based upon your experience 
in this work? 

Mr. Jackson: Yes; I think you 
could provide the Government a 
proceeding which would give us a 
great help and would eliminate two 
things: It would eliminate the ne- 
cessity of going to the grand jury 
some time, and it would eliminate 
this sort of thing. 
within the 
discretion of the judge to prevent 
a criminal proceeding, prevent a 
proceeding in the grand jury looking 
to a possible indictment, when there 
are, at the same time, negotiations 
with reference to a consent decree? 

Mr. JACKSON: Yes, we want the 
question answered. We want to 
know whether this committee con- 
siders it improper for us to try to 
solve these things while they are 
under investigation? 

Let me make it clear to you, that 
in this case we were not bringing 
these finance companies in. They 
came to us and said, “We want to 
know what we can do to solve these 
complaints.” 


Is it 


Finance Companies 
Started Conferences 


We do not seek these conferences 
leading to this consent decree; they 
were started by the finance compa- 
nies themselves... . 

THE CHAIRMAN: I imagine there 
are members of the committee who 
would not favor a general policy on 
the part of the Attorney General's 
office of instituting criminal pro- 
ceedings in order to coerce a civil 
decree. But from your statement, 
that does not appear to be the situ- 
ation here, possibly. 


Mr. Jackson: That is not what 
we did. 
THE CHAIRMAN: Let me see if I 


have got it clearly in my own mind: 
First, there was an investigation by 
the grand jury. While that investi- 
gation was proceeding, the repre- 
sentatives of the Department of 
Justice were approached by people, 
some of whom were being investi- 
gated? 
Mr. Jackson: Yes, that is right. 
THE CHAIRMAN: Then you began 
to have negotiations, and then when 
you found out that the judge ob- 
jected to those negotiations, then 
you suspended those negotiations? 
Mr. Jackson: That is correct, yes. 
THE CHAIRMAN And after that, 
the judge dismissed the grand jury. 
Mr. Jackson: That is right. 
REPRESENTATIVE RAMSAY (Dem.), 
of W. Va.: Your attitude is that 
the conduct on the part of the De- 
partment was not sufficient to viti- 
ate any indictment that might be 
found. Therefore, if there was no 
conduct that would vitiate the in- 
dictments, the judges had no right 
to discharge the jury? 
Mr. Jackson: That is right. 


“Coercive Purpose” 
Seen in Proceedings 


BENJAMIN Poss, representing the 
Wisconsin State Bar Association: If 
I may offer a correction with refer- 
ence to the statement that was put 
by the chairman, and which the At- 
torney General approved, after 
Judge Geiger called attention to 
what he believed to be the impropri- 
ety of having these negotiations for 
a consent decree, while the grand 
jury was in session, the Attorney 
General’s office did not cease the 
negotiations for a consent decree, 
because it shows that the Depart- 
ment was informed of the Court’s 
position on Nov. 22. 

Nevertheless, the negotiations con- 
tinued on after that date, . . 

I do believe that this Government 
has elicited all of the information 
that they required to proceed 
against those violating the anti- 
trust laws, without the necessity of 
enlisting the aid of the grand jury, 
through the Federal Trade Commis- 
sion; and I would ask this com- 
mittee to give its attention to those 
Steps. ... 

I was.never more astounded in the 
many years that I have been prac- 
ticing to hear from the lips of coun- 
sel for the Government that it is en- 
tirely proper to use the grand jury 
for the coercive purpose of settling 
a Civil suit.... 

There is nowhere in the law 
books, or in any case, any rule laid 
down by any court, that holds, as 
the Attorney General sought to im- 
part to this committee, that it i 
proper for the Government to us 
the grand jury for the coercive pur- 
pose of obtaining a consent decree 


S 
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want to take a broad viewpoint of | in a civil action.... 
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Rep. Rossion (Rep.), of Ky.: 
Does the gentleman agree with the 
Assistant Attorney General's staté- 
ment that the grounds set out in 
this report, or the statement filed 
the Bar Association, would not 

te any indictment, if it had 
been drawn? 

Mr. Poss 
would absolutely 
dictment. 

Mr. JACKSON 
man of years, 


by 
Vitia 


In my opinion, it 
vitiate such an ine 


Judge Geiger is a 
a man of years of 
service. There has been no charge 
filed here in the of an ime 
peachment charge. 

Mr. HEALEY Is not that a mate 
ter for the committee to consider? 


sense 


Mr. MICHENER No, when the 
complaining witness is here, have 
we not a right to know what he 
wants? 


Mr. Jackson: No, I do not think 
you have to impeach. Judge Geiger 
has made a charge against the De- 
partment in his order. We have 
brought that matter to the only 
place we can bring it 

If Judge Geiger is correct, we say 
we must never negotiate, and that 
is a very important thing in the ad- 
ministration of the anti-trust law, 
because that raises a certain type of 


enforcement. This committee is in 
position to approve or disapprove 
matters brought before it. 

~*~ * * 


Department Seeks 
To Avoid Litigation 


You have said that 
of this grand 


Mr. Towey: 
the main purpose 
jury investigation was to get the 
necessary evidence. There is no 
doubt from the reading of the re- 
cord that you have reached that 
stage. Am I correct? 

Mr. JACKSON: Yes. 

Mr. TowEy: Then why could you 


not proceed from that point with 
the consent decrees in the civil 
case? 

Mr. JACKSON It takes two to 
make a consent decree in a civil 
action. 

Mr. TOWEY I mean going into a 


court of equity, not by consent. 
Mr. Jackson: Of course, there is 
no object in litigating to get a de- 


cree, to get what you can get 
without litigating. We made no 
compromise at any point. We told 
them what might be corrected. ... 


I should say that today we have 
three courses of action possible: 

First, to lay this evidence before 
another grand jury and ask crim- 
inal indictments. 

Second, to negotiate further and 
see if a consent decree can be ob- 
tained, because there is no use to 
litigate four years to get a decree 
to which they might agree. 

Or we can bring a civil litigation, 
which, in the course of time, will 
be decided; and experience shows 
that will take a very long time. 
That is why I said this morning that 
we wanted the opinion of this Com- 
mittee, not because we want to pass 
the buck to this Committee. 


Procedure Dependent 
Upon Circumstances 


Mr. WALTER: Do you think any 
person who has violated a crim- 
inal statute ought to be excused if 
that person agreed not to do it 
again? 

Mr. JACKSON: NO, sir. 

Mr. WALTER: That is just exactly 


what the Government has been do- 
ing. 

Mr. JACKSON: I must qualify it. 
Not if we are in a position to prose- 
cute everybody who violates the 
anti-trust laws. We have a total of 
only about 50 men. .We can not 
prosecute everybody who has vio- 
lated the anti-trust laws. 

There are many cases that could 
be brought. We have to select the 
cases that seem to be most import- 
ant and we have to accomplish the 
result as quickly as we can. If you 
were to litigate to a finality every 
violation of the anti-trust laws that 
we have reason to believe is occur- 
ring, you would have to have an im- 
mense additional staff and you 
would have to have additional help 
on the bench. 

Mr. Towey: This type of case 
differs from the ordinary criminal 
case because of the interest of the 
people in general? 

Mr. Jackson: That is right; and 
and that interest is primarily in 
having these practices stopped. The 
punitive feature of it is sometimes 
advisedly waived, in order to get re- 
lief. 

Do not forget this, gentlemen, at 
the time these negotiations were 
commenced, at the urgent request 
of the finance companies, they rep- 
resented to us, and we had reason 
to believe, that there was a state of 
uncertainty in the automobile busi- 
ness and that indictments against 
their financing system at that time, 
if the indictments were not necess- 
ary, might result in a great deal 
of reduction in their sales, a great 
revision of their systems and pos- 
sibly—I would not say a direct throw- 
ing of men out of work—but qui‘e 
probably difficulty for the automo- 
bile industry. ... 
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.— great human adventure 
4 rives some day at the end 
well-marked which 
ceding generations 
But life cannot 
kind m move. C and ne- 
cessity drive men forward. Caution 
and comfort hold them back 

We have arrived at such a time, 
when public opinion is confused and 
the road ahead is obscured. There 
is an urgent need for plain speak- 
ing by anyone whose ideas may re- 
ceive attention. But many of those 
who speak as leaders of political or 
business groups are embarrassed by 
discord and dissension among their 
followers 

So let it be understood that I am 
speaking tonight without responsi- 
bility to any group or any 
ship: and I can say just 
think about that most 
fundamental problem—the relations 
between Government and business. 

This is a problem I have been 
working on for over 30 years. In 
1913 I drafted, with the approval of 
Theodore Roosevelt, the Progressive 
Party bills to create a Trade Com- 
mission, to prevent unfair competi- 
tion, and to protect commerce 
against monopolies. In that year 
Lieutenant Hugh S. Johnson was a 
cavalry officer in the Southwest and 
Robert H. Jackson was being ad- 
mitted to practice in New York, so 
neither can be held responsible for 
those views which I held in 1913 
and, in my conservative way, have 
held ever since 

Twenty years were to pass before 
the NRA extended the right hand of 
fellowship to business, while carry- 
ing a large club in the left hand. 
Twenty-four years were to pass be- 
fore the Department of Justice be- 
gan swinging the big club with its 
right hand, while extending the left 
in what might be called a threaten- 
ing, conciliatory manner. At about 
the same time the President of the 
United States, a Roosevelt, for 
whom I have the highest regard, 
made a statement in his annual 
message, from which I will take the 
keynote o remarks. “No gov- 
ernment can conscript cooperation 
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Free Government 
and Free Enterprise 


The Government of the United 
States and the business of the 
United States cannot live apart. 
Government and business, as we 


know them today, will either work 
together and live together or they 
will die together. Free enterprise 
and free government will survive, 
or, in the destruction of one, both 
will be destroyed 

We need no wild alarmist, no 
fanatic prophet of disaster, to rouse 
us to an understanding that we live 
in a perilous era of transition. Nor 
it helpful for anyone try to 
persuade us that radical theories or 
radical parties are making over the 
world of yesterday 


1S to 


is to look square- 
nation after na- 


terrif 


rily- 


What we do need 
ly at the fact that 
tion is through 
ing birth pains of a new political 
economy. Some people want to hurry 
the process; some want the 
suffering; some just want to com- 
plain about it: but no one can stop 
it. 

We must face the fact that indus- 
trial and political transformation go 
hand in hand. We must face the 
fact that science, invention, and 
education have been transforming 
the needs and desires of hundreds 
of millions of human. beings. In 
greater numbers and with greater 
powers than ever before these mil- 
lions are struggling for a place in 


going the 


to ease 


the sun. Here are the underlying 
causes of world-wide unrest and 
conflict. 


Foundation He Outlines 
for People’s Prosperity 

We may relieve our emotions by 
holding the Kaiser responsible for 
the World War, the Czar responsible 
for the Russian Revolution, or Mus- 
solini responsible for Fascism. We 
may lash out blindly at bankers and 
big business men as makers of de- 
pressions. We may denounce poli- 
ticians and labor leaders as destroy- 
ers of economic freedom and _ se- 
curity. But, when we sit down 
calmly to look at the facts, we can 
see that, however much individual 
ambitions or greed or unwise exer- 
cises of power may aggravate evils 
and retard progress, the prosperity 
or poverty of a whole people depends 
finally on their ability to organize 
themselves and to work together for 
the common good. 

The entire advance of civilization 


has been achieved through or- 
ganizing men and women into 
tribes, into cities, into nations 


wherein they pooled their resources 
and their energies; and wherein, 
by dividing and coordinating their 
tasks, they were able to create 
wealth and power and to develop 
naterial and spiritual enjoyments of 
life infinitely greater than any pos- 
sible product of individual) effort 
But the organization of human 
beings can only be accomplished by 
appealing to dominant human emo- 
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tions. Masterful leaders have been tion of commerce and the fixing of 
able either to exploit or to serve a prices and wages by competition. 
subject people by organizing force Only by 4 ence to that pri 
and by compelling men to accept can we maintain the economic free- 
discipline because of fear and in- dom of the individual citizen 
dividual weakness and necessity There can be neither economic 


Or, by another method, men have 
been organized for self-government, 
with appeals to their ambitions 


through creating opportunities for 
self-advancement which could only 
be enjoyed by voluntary acceptance 
of obligations to each other 
These two principles of social or- 
nization have been apparently in 
conflict throughout recorded his- 
tory. It is often assumed that only 
one of them can be eternally right 
and, therefore, the other must be 
eternally wrong 
But the record of the centuries 
proves that both compulsory and 
voluntary discipline are essential to 
*human progress. If, on the one 
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amount of services 
shall be produced, wages 
may be earned and the prices 
must be paid. Self-government in 
business rests upon freedom of com- 
petition, just as political self-gov- 
ernment rests upon the freedom of 
choice ot a free citizenship in free 
elections. 
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Value of Competition: 
Its Need of Regulation 


But while government must sup- 
port competition as the self-regula- 
tor of the economic system, we have 
found government must be 


that 





with business men. 


for altering anti-trust laws. 





Of all of the Presidential advisers of early New Deal days, 
Donald R. Richberg has retained the most consistent White 
House standing. The former NRA general counsel and one- 
time New Deal “coordinator” has been in frequent confer- 
ence with Mr. Roosevelt of late. He was asked by the Presi- 
dent to sit in on one of the most important White House talks 


Here Mr. Richberg reveals what he has on his mind and 
thereby discloses some of the things the President is hearing. 
This address, delivered January 26, before the Northeastern 
Retail Lumberman’s Association, in New York, outlines a plan 





hand, we rely only upon the con- 
centrated power and authority of an 
autocracy to compel masses of peo- 
ple to obey orders, the organization 
breaks down at the top, because au- 
tocratic power is inevitably abused 
eventually comes hands 
of their responsibility. 
other hand, if we rely 
wholly upon voluntary cooperation 
and upon appeals to enlightened 
self-interest, we find a gradual de- 
terioration in self-discipline, a per- 
sistent weakening of the powers of 
self-government and a loss of ef- 
fective control over the cooperative 
human machine 


and into 
unworthy 
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Democracy vs. Autocracy 
The Intensified Contrast 


This apparent conflict between 
democratic ideals of self-govern- 
ment and autocratic methods of 
compulsion has become intensified 
in recent years throughout the 
world 
Fervid partisans of the all-power- 


ful state are now denouncing de- 
mocracy and liberty in unmeasured 
terms. They are asserting that only 


control of government 
only the dictatorship 


a centralized 
and business ' 
of a strongly organized ruling class 

can maintain the orderly, continu- 


ous operation of the industries es- 
sential to national existence and 
progress. This theory lies at the 


bottom of either a communist or a 
fascist program 

On the other hand, the exponents 
of democracy and representative 
government are likely to go so far in 
their insistence upon individual lib- 
erty, and also upon the determina- 
tion of all questions by a majority 
vote, that public opinion wobbles 
uncertainly between demands for an 
anarchistic freedom from all re- 
straint and demands that individual 
or minority interests be subjected to 
the erratic tyranny of constantly 
shifting majority opinions. 


Balance That Was Planned 
In American Constitution 


The American form of govern- 
ment was devised as a wise, far-see- 
ing effort to avoid the evils alike 
of an irresponsible autocracy and 
an irresporsible democracy. The 
makers of our Constitution sought 
to create sufficient power in gov- 


ernment to insure the maintenance 
of a stable economic and political 
order 

They sought at the same time to 


check and balance the powers of 
public officials, so that no _ self- 
perpetuating authority could be 


established, and so that ultimately 
the considered will of the majority 
of the people would control public 
pdlicy. 

The founders of our government 
could not make sure that under 
changing conditions their political 
mechanisms would produce the de- 
sired results. But they acted upon 
fundamental principles which our 
history and that of other nations 
have proved of everlasting value. 
If we are wise in our generation 
we will not abandon them. 

If we are wise we will hold fast 
to those principles of self-govern- 
ment in business as well as in public 
affairs. We will remember that in- 
dustrial democracy and _ political 
democracy are Siamese Twins; 
neither can survive without the 
other. 

The foundation principle of our 
political ecoromy is the self-regula- 





equally active in eliminating the ex- 
cesses of competition and in pre- 
venting the abuses of individual lib- 
erty, whereby men use powers pro- 
tected by government without ful- 
filling their responsibility to the 
people who support the government. 

When government 
corporations to organize men 
money huge industrial 
it has no intent au- 


empowers 
great 
and 
machine, 
thority to create a monster to prey 
upon society. 

When government 
man in the ownership of enormous 
wealth it has no intention au- 
thority to establish an economic 
tyrant to enslave the poor. 

We must never forget that all 
rights of property, and all liberties 
exercised by human beings or cor- 
porations, are made secure by gov- 
ernmental force; and that the 
armed authority of the state rests 
finally upon the willingness of its 
citizens to fight and die for their 
country. 

Men cannot be expected to 
tain allegiance any system 
vised or operated for their oppres- 
sion. 

Every power sanctioned 
ernment carries with it a responsi- 
bility for its use in the public in- 
terest. The greater the power, the 
greater the responsibility. 

Many believe that the welfare of 
our people and the preservation of 
our democratic institutions are now 
threatened by the increasing con- 
centration of power and wealth in 
the nands of a few who are thus 
able to exercise an intolerable con- 
trol over our lives and our govern- 
ment. 


Doubts Menace of Wealth 
As Great as Critics Assume 


I do not believe that this men- 
ace 1S aS great or as imminent as 
some conspicuous critics of big busi- 
ness assume. But I have long con- 
tended that there are many mo- 
nopolistic tendencies and practices 
which must be stopped. There are 
inherent and grave dangers in con- 
centrating great economic power in 
private hands, or as an alternative, 
in public hands 

Against these dangers the public 
interest must be guarded. 

Eternal vigilance is the price of 
economic freedom as well as of po- 
litical liberty. 

Here we face a most puzzling 
question. A certain amount of en- 
forced discipline, a certain measure 
of autocratic control, is essential in 
any large enterprise. How to impress 
a private autocracy with a definite 
public responsibility, without estab- 
lishing a counter autocracy in gov- 
ernment, is an ancient and increas- 
ing problem 

But of all those who offer solu- 
tions let us not turn to zealots who 
urge us to destroy our own strength 
in order to prevent its misuse. Let 
us not smash our carefully built and 
workable cooperative machinery and 
thus prevent ourselves from working 
together for the common good, in 
order to stop some of us from mis- 
using the power of concerted action. 

We have been building up for dec- 
ades giant enterprises equipped to 
render tremendous public service. 
We have developed a great variety 
of business organizations through 
which men work together and com- 
pete with each other. They are vi- 
tal parts of a complicated system for 
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ucts of over 50,000,000 people who 
are gainfully employed and sup- 
porting 130,000,000 people 

These organizations have not been 
created to fit into any arbitrary 
plan. They have grown out of the 
competition of individuals, each 


striving to better his condition and 
to realize his ambitions. These men 
have cooperated with each other 
and competed against each other 
whenever they believed the one or 
the other method would be useful 
As a result, they have developed 
what essentially a competitive 
system Even the most monopo- 
listic organizations in this system 
are competing for the consumer's 
dollar. There is practically every- 
where—except in some public utility 
services—a choice for the consumer 
in spending his money a be- 
wildering variety of products or 
alternative necessities and comforts. 
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Government As An Umpire 
In Private Enterprise 


In this competitive, capitalistic 
system most people are trying to 
make money out of other people. 
Inevitably the Government is cailed 
upon to prevent unfairness, fraud 
and oppression. The Government 
must establish and enforce the rules 
of fair play. Every which 
labors under a disadvantage or seeks 
to gain an advantage, brings pres- 
sure upon Government to aid it by 
regulating competition. 

Here is where business general 
is constantly working to restrict the 
freedom of private enterprise. Here 
is where business could preserve its 
own freedom more effectively by or- 
ganizing own restraints and by 
voluntarily undertaking its own 


group 


its 


regulation than by inviting—and 
indeed demanding—political control. 

But there are two major causes 
for a resort to law makin One is 
that the influence of big business is 
so feared by masses of workers and 
small business men that any coop- 
eration between large enterprises is 


ite and 


There- 


condemned as an effort to cre 
exercise monopolistic pow 


fore, the sweeping prohibitions of 
anti-trust laws are supported by 
public opinion and effective  self- 
regulation is made practically im 


possible except through secret, and 
probably illegal, methods 

The second major cause for busi- 
ness regulation by Government is 
that the great masses of industrial 
workers, farmers and small business 
men are inadequately organized for 
concerted action. Therefore, their 
principal hope of establishing a busi- 
ness rule to protect or promote their 
interests lies in persuading a legisla- 
ture to write the rule into a law and 


having the Government accept re- 
sponsibility for its enforcement 
Labor and Agriculture: 
Their Balance Wheel Role 
There are, however, some recent 
developments that point the way to- 
ward more self-regulation of busi- 


ness with the aid of government, and 

less exterior regulation of business 

by the government. 
The increasing 


organization of 
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wage earners and farmers should, + tions in order to carry on the great 

1e end, help to preserve self- | enterprises reeded and available to 
government in business and to pre- reap the benefits of an industrial 
vent us from drifting into more and civilization. 


We must have associations of busi- 
ness men able to exchange informa- 
tion, to devise new and better ways 
of production and exchange. We 


more political control 

Labor and agriculture may wel- 
come today the aid of government 
in organizing millions of individually 
helpless workers into powerful as- 
sociations. But do not imagine that 


must devise ways and means to ad- 
just mass production to mass pur- 
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chasing power and steadily to in- 
crease both. We must accommo- 
date the separate competitive efforts 


of hundreds of thousands of big and 


such associations will be any more 
willing in the long run to take orders 
from political autocrats than big 
corporations and trade associations 








are today. little enterprises to the general 

And do n imagine that labor needs of national health, security 
nd agricultural organizations will and progress. 

be an nore willing than business We can only do these things by or- 

ns to have their coop- ganizing ourselves to cooperate in 

erative mechanisms destroyed be- our general purposes while compet 

cause of more fear that their or- ing for individual success, if we are 


to preserve an industrial and politi- 
cal democracy. We cannot do these 
things if we undertake to destroy all 


ge | 


ganized mass power will be abused. 
Have you not observed that as la- 
bor organizations become more pow- 
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erful they become more doubtful big business and to outlaw all lat 
and suspicious of any governmental scale cooperation because of fear 
control over wages and hours? Have | that we will find ourselves regi 

mented in the service of an eco- 


you not observed that labor and ag- 


nomic autocracy. 


riculture always demand exemption 
rom anti-trust legislation? ‘ 
; v 
How long can government main- People s Duty to Solve 
tain a policy of political regulation Self-Government Problem 
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couraging the self-regulation of bl ‘ 
: roble e condem urselves to 
their affairs by organized labor and proniems, we condemn Ourselves 
seal iN eae a national littleness and incom- | 
organizea agricuiture; t } ; i 
. . tence é will not only drag us 
Is it not evident that public opin- : sah yan ~ ~ . 4 
down to lower levels of civilization, 
on is being educated toward a bet- neta - + im hn Road 
. ut will open the way to eventua 
ter understanding of the uses as well ; 2U% Wi! O1 : : ‘ 
submission to the rule of a 


as the abuses of cooperative power? 
Wea learning that workers, prop- 
erty owners, business managers, fi- 
nanciers and farmers must be united 
in large, self-disciplined organiza- 


} 
more 
“i virile and courageous people. 
I, for one, am unwilling to classify 
myself as a little American. 


The American people have suf- 


fered deeply in the last 50 years from 
the misuse of economic power. They 
relied all too confidently upon the 
individual wisdom and public serv- 
ice of big bankers and big business 
men. They learned that unchecked 
private control of the material and 
human resources of America might 
guide them into depressions and 
widespread suffering. 

They are not willing today to 
trust their welfare either to an ir- 
responsible system that no one can 
control, or to the private and essen- 
tially secret control of any auto- 
cracy. 

That is why they turn to Govern- 
ment to help them. They feel that 
laws are made and administered 
publicly and that they can control 
and get rid of public officials. 

But the American people also 
know that business cannot be con- 
ducted and made prosperous by law. 
They know that business cooperation 
and discipline cannot be enforced by 
criminal punishments. They know 
that the necessity of earning a liv- 
ing and the hope of a reward pro- 
vide incentives under which men 
submit willingly to the discipline of 
a business organization. They 
know that if government is called 
upon to guarantee a living and to 
fix the rewards of work, the major 
incentives of private enterprise are 
destroyed. 


State’s Duty to Industry: 
Responsibility of Business 


to certain inevitable 
Government should 
encourage and help private busi- 
ness; and business should accept 
Rublic responsibilities. The larger 
the business, the greater its respon- 
Sibility, The larger the business the 
more its operations should be under 
public observation. 


So we come 
conclusions. 


In their separate competitive ac- 
tivities, business men naturally plan 
and work in privacy. But when 
business men and groups seek to 
cooperate, presumably for their com- 
mon benefit and in the public in- 
terest, they should expect and wel- 
come the scrutiny of responsible 
representatives of the public. 

Such activities should not be di- 
rected by government; but they 
should be under such governmental 
supervision that the public may be 


[Continued on Page 15.] 
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1000 ROOMS WITH BATH 
Headquarters for baseboll fans 
from New England. Convenient to 
subways for boll parks. Three 
blocks from largest department 
stores and Empire State Building. 

Alburn M. Gutterson, Monoger 


PRINCE GEORGE HOTEL 
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necessary Service. 


Don’t gamble on a sudden change in tem- 
perature. Have your car ready when win- 
ter strikes. You'll be surprised to learn 
how little it costs to insure carefree driv- 


ing all winter long 


Radio Concert ~ every Friday at 8 P. M. (E. S, T.), WEAF and 43 associated NBC stations 


AT ALL CITIES SERVICE STATIONS AND DEALERS 





Let Us 
WINTER-¢ 
PROOF 


Your Car! 


Think of the damage that winter 
might do! Think of the money you'll 
save on costly repairs, if you pro- 
tect your car in advance—have it put in 
shape for cold weather—before cold weather 
actually strikes. Cities Service Winter Con- 
ditioning makes your car winter-proof...re- 
moves every trace of summer wear... safe- 
-guards your purse against needless expense. 
An hour of prevention may save you a 
pocketful of money. And one hour is all it 
takes our expertly-trained men to do every 





anti-freeze. 
tilled water. 


EXCLUSIVE WITH CITIES SERVICE 


4. Tires inflated to exact 


The Power Prover . ‘ 
smooth winter riding. 


An unique method for testing any 
type of motor...tells instantly how 
much power and gasolene are be- 
ing wasted ...shows how to step 
up motor performance at less cost. 


The Ride Prover 


Sturdiest, toughest grease gun 
ever built...forces grease to parts 
that are never touched by ordi- 
nary methods...insures safer, 
smoother riding. 


bricants — they last three 
as long as ordinary greases. 










Here’s real money-saving protection 
Quick... Economical... Efficient 





Get This 7-Point Check-Up Now! 
1. Radiator drained, flushed and protected with 


2. Battery checked and refilled with fresh dis- 


3. Crankcase drained, flushed and refilled with t 
winter-grade Cities Service or Koolmotor Oil 


5. Transmission and differential drained and re- 
filled with Cities Service or Koolmotor Extreme 
Pressure Lubricant —the required winter grade. 


6. Your tank filled with New Bronze Koolmotor 
—the gasolene that experts call ‘“‘motor-matche@.”’ 
It makes winter driving a winter sport. 


Fs Complete chassis lubrication with Trojan Lu- 








pressure required for 


times 

















KEEP A “WEATHER EYE’ ON YOUR CAR. GET IT READY FOR WINTER TODAY! 
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ANGRY WORDS and defiant gestures still 
weave a tangled pattern around millions of 
workers. Added to that is the menacing 
growth of unemployment. Already the 
huge dues-paying machines of unions have 
felt the recession no less than the cash 
registers of business men. 

In a week which saw the key figures of 
the American Federation of Labor meet in 
executive session in Miami, and the con- 
vention of the United Mine Workers of 
America led by John L. Lewis assemble 
in Washington, small hope was felt that 
peace was near for the opposing groups in 
labor. 

But while the A. F. of L. and the C. I. O. 
still had a long way to go toward any rap- 
prochement—even “peace with honor”’— 
both were quick to throw their aid to the 
National Labor Relations Board, faced with 
an investigation of alleged malpractices. 






JUST WHAT ARE THE CHARGES on which Senator Burke calls for an 
investigation? 
That the NLRB has favored one set of union organizations; 
That “in defiance of the decrees of Federal courts” valid contracts 
have been cancelled; 


That by its conduct it is serving to defeat the purposes of the very 


Act which brought it into existence. 


Ca 


WILLIAM GREEN 


a 
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“MORE STRIFE, MORE UNREST, more uncertainty and more 
misunderstanding in the relationship between employers and 
employes” has been produced by the National Labor Rela- 
tions Board than has ever before been the case in the country’s 
Such was the charge leveled by Senator Edward 


Burke (left), of Nebraska, 
against the Board, which 
by law, is the administra- 
tor of the Wagner Labor 
Act. 

He would, through an 
inquiry, have the Board 
explain its alleged parti- 
ality to the C. 1.0. Many 
Senators are opposed to 
the investigation. 


E 


vill H » i 
att pe: paitl ifr it. 














For other articles 
on Labor’ Rela- 
tions, see “Capi- 
tal-Labor Clinic,”’ 
on Page 16, also 
“Labor Week” on 


Page 11. 
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Which Road Will Labor Take? 


Peace?—''Peace With Honor?’—Continued Conflict? [+> J 
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THE CONFLICT between the A. F. of L. 
and the C. |. O. has touched off many 
curious sparks—some which threaten to 
make tempers more fiery. 

Already high officials in the C. I. O. 
have charged Mr. Lewis with wrecking 
peace negotiations. Already the head 
of the International Typographical 
Union, an affiliate of the A. F. of L., has 
charged Mr. Green with “attempting 
complete dictatorship” of the Federa- 
tion. 

Curious is the fact that Charles P. 
Howard, president of the Typographical 
Union, is also secretary of the C. |. O. 

Curious is the fact that William 
Green, President of the A. F. of L., is a 
dues paying member of the United Mine 
Workers Union whose funds are being 
used to combat the Federation. 





IN DEFENSE OF THE BOARD—vwhich is composed of (above, left to right) J. Warren Madden, Chair- 
man; Donald Wakefield Smith and Edwin S. Smith—Senator Neely, chairman of the Senate Judiciary Sub- 
committee, quoted from a Jackson Day address made by newly appointed Supreme Court Justice Reed. 

He said, “Administration of the Wagner Act has been difficult. It obviously imports into our juris- 
prudence new complications which must be handled in the white heat of industrial controversies. .. . 
Legitimate criticism will enable the Labor Board to attain better administration, but the public should 


be slow to give credence to any charge of unfairness or bias made against the board.” 
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Congress and the Labor Board; ° 


Shall the Law Be Amended? 





posal to dig into the NLRB. 
putes” be judged itself? 


article below tells the story. 





“prosecutor”, the “witnesses’ 


Close questions and sharp answers set the stage for a pro- 


Will the “judge of labor dis- 


Who are the “defendants,” the 


‘and the “audience”? The 





‘ Pepddereree directed against the 


National Labor Relations Board 


4 has taken tangible form in hearings that have begun before the 
Senate Jundiciary Committee on a resolution calling for an investi- 


gation of the Board. 


Senator Burke (Dem.), of Nebraska, sponsor of the resolution, 


opened the hearings on Jan. 


af 


27 with a formal statement reciting 


charges impugning the Board’s impartiality and declaring that it 


had violated constitutional rights, 
and engendered disrespect for law 


intimidated local public officia?s 
and order. 


He quoted an article from Mill and Factory, which had thus as- 


sailed the manner in which the 


3oard’s case against the Weirton 


Steel Company had been conducted. 


“The trial in 
proven to be a mockery of justice 
and a harbinger of injustice It 
has invaded the constitutional rights 
of citizens and has devastated busi- 
ness wherever its influence has ex- 
tended.” 

During the presentation of this 
statement, Senator Burke was inter- 
rupted and questioned closely by 
five of the eight members of the 
committee who declared themselves 
opposed to the investigation or to 
the purpose to which Senator Burke 
proposed to put it, namely, laying 
the basis for possible amendment 
VIEWS OF THE HIGH COURT 

Senator Neely introduced into 
the record a statement by Justice 
Stanley Reed, made while Solicitor 
General, which read in part 

“The Board has had the 

burden of working out labor adjust- 
ments in a new and unknown field 
and is entitled to sympathetic sup- 
port from those of us who believe in 
the principles of fair play estab- 
jished in the Act.” 
Burke made the specific 
recommendation that the Wagner 
Act should be amended so that 
courts, instead of being obliged to 
accept the Board's findings of fact 
if based on evidence 





great 


Senator 


should be re- 
quired to accept such findings only 
if based on substantial evidence. 

Senator Hatch then quoted Chief 
Justice Hughes’ delivered 
in the Jones-Laughlin case, in which 
this clause of the Act was construed. 
The Court stated on that point 

“We construe the procedural pro- 
visions as affording adequate oppor- 
tunity to secure protection 
against arbitrary action in 
ance with the well-settled rules ap- 
plicable to administrative agencies 
set up by Congress to aid in the en- 
forcement of valid 


STAND OF THE A. F. OF L. 

One organization which Senator 
Burke quoted as attacking the Board 
was the A. F. of L., whose last con- 
vention adopted a resolution declar- 
ing the Board had repeatedly denied 
employes the right to select repre- 
sentatives of their own choosing 
and had attempted to destroy the 
validity of contracts entered into 
between employes and their em- 
ployers. 

William Green, president of the 
A. F. of L., when asked about the in- 
vestigation, replied that he consid- 
ered it inadvisable. Charlton Og- 
burn, general counsel for the A. F. 
of L., wrote Senator Burke that the 
Board's duties were being “fairly 
conducted” and that a Congres- 
sional inquiry was unnecessary and 
uncalled for 

Mr. Green addressed a letter 
to all Senators protesting against 
the cut made by the Senate Com- 
mittee on Appropriations in the ap- 
propriation item budgeted for the 
Labor Board in the fiscal year 1939. 

Mr. Green wrote in part, in behalf 
of the A. F. of L.: 

“We hold and maintain that the 
Act is sound and practical. Even 
though we experienced disappoint- 
ment in the administration of the 
Act, the officers and members of the 
A. F. of L. believe in the National 
Labor Relations Board and the im- 
portant part which it plays in the 
economic, industrial and social life 
of the nation. We hope the Board 
will not be hampered by Congress.” 


C. |. O. ALSO APPROVES 

The C. I. O. likewise urged all 
members to send word to their rep- 
resentatives in the Senate asking 
them to protect the Wagner Act and 
demand: “Full appropriations to 
the Labor Board; no prying investi- 


opinion 


judicial 


accord- 


legislation.” 


also 


its 


gation into the Board: no changes 
in the law.” 
The United States Chamber of 


Commerce, on the other hand, urged 





every particular has ¢ 





that the inquiry be prosecuted in 
order that Congress might be en- 
abled to reach “a solution of the 
problem as to whether the public 
interest, as well as the interests of 
all parties directly concerned, would 
be better served by the repeal of the 
Act or by prompt correction of its 
manifest deficiencies.” 
ee @ - 


United Mine Workers; 


Their Contributions 


HE United Mine Workers, besides 
the leading unit in the 
C. I. O., is the largest labor union 
in the United States. Its presi- 
dent, John L. Lewis, is the key figure 
in the drive for organizing workers 
in mass production industries and 
for making their influence felt di- 
rectly in the political life of the na- 
tion. These facts combined to focus 
attention on the biennial convention 
of this union which opened in 
Washington Jan. 24 and was at- 
tended by about 2,000 delegates. 
The high point of the convention 
was an address by Mr. Lewis, in 
which a peace proposal was made 
for reuniting the A. F. of L. and the 
C. I. O. (See Page 2 for an ac- 


being 


oo 


Stanley F. Reed 


New Supreme Court Justice 
Styled a ‘Liberal, Not a Zealot” 
CLERK read to the Senate the 


f nomination of Stanley F. Reed 
to the Supreme Court. Not a voice 


was raised. 
“Without objection,” said Vice 
President Garner, “the nomination 


is confirmed.” 

Having paid that unique tribute 
to the prospective Justice, the Sen- 
ate was off to other business. Mr. 
Reed said only that it would be a 
Satisfaction “to continue my life’s 
work in a position of such respon- 
sibility.” 

Four words uttered when _in- 
formed of his nomination reflect the 
same characteristic of the man. “I 
am deeply grateful,” he said. That 
was all. 

Whether arguing New Deal cases 
before the Court in the past, or con- 
versing in a social gathering, or jok- 
ing with hands on his Kentucky 
farm, there has been about him the 
unaffected dignity implicit in those 
words. He has not hesitated to state 
his convictions. But he has done 
so dispassionately, in the spirit of his 
own assertion: 

ees : “Wecannot 
properly ap- 





proach consti- 
tutional prob- 
lems in the 


character eith- 
er of benefici- 
aries of existing 
conditions or as 
zealots seeking 
only to bring out 
reform.” 

Stanley F. Reed —° Corporation 
law engaged him many of the 25 
years that he practiced before be- 
coming counsel of the Farm Board 
in 1929. The experience served him 
well, for the record since in the 
ranks of Government has been one 
of success and steady promotion. 

President Roosevelt relied on him 
for legal buttressing of the gold pol- 
icy when he was general] counsel for 
the Reconstruction Finance Corpor- 
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count of this proposal and the re- 
ception which it met.) 

The membership of the union was 
announced to be approximately 
600,000 Its members are chiefly 
among the bituminous coal and an- 
thracite miners, who are covered by 
blanket contracts with associations 
representing the mine owners. These 
contracts do not provide for the 
closed shop but they do provide for 
the check-off 

The influence of the United Mine 
Workers upon the entire labor move- 
ment was reflected in the financial 
report presented, which showed 
loans or contributions to other un- 
ions or causes totaling nearly $1,- 
500,000 within the six months end- 
ing Dec. 1, 1937. 

Within the six-month period, the 
Mine Workers contributed or lent to 
the C. I. O sum of $830,000. To 
the Steel Workers Organizing Com- 
mittee, the union lent $475,000, chief- 
ly in support of the strike against 
“Little Steel.” 

In view of the fact that these con- 
tributions were made only in the 
six months recently elapsed, they do 
not include a loan of $500,000 previ- 
ously made to the Democratic Na- 
tional Committee to aid in the re- 
election of President Roosevelt. 


PROPOSED PROGRAM 

Among resolutions recommended 
officially to the convention were 
those calling for: 

Continued support of the National 
Labor Relations Act; 

Prohibiting the Government from 
letting contracts to firms found by 
the Labor Board to be in violation 
of this Act; 

Strengthening the Federal statute 
prohibiting the interstate transpor- 
tation of strike-breakers and sup- 
port of a bill to prevent the National 
Guard from being used in labor dis- 
putes or from accepting. in the per- 
son of its members, gifts from pri- 
vate sources; 

Continued support of Labor’s Non- 
Partisan League, of the C. I. O. and 
of other industrial unions striving 
to establish themselves. 

A number of resolutions were pre- 
sented from locals favoring a third 
term for President Roosevelt. 

Most of the delegates visited for 
the first time the new headquarters 
of the union, which is a building a 
few blocks from the White House 
recently bought and remadeled at a 
cost of about $550,000. The report of 
the international officers stated that 
it had been conservatively appraised 
at $1,000,000. 


tha 
wore 


ation in 1933. Appointing Mr. Reed 
to be Solicitor General two years 
later, the President again showed his 
confidence. The Administration won 
eight of the cases in which Mr. Reed 
argued before the Supreme Court, 
losing only on NRA and AAA 

Following disclosure that Justice 
Hugo L. Black had belonged to the 
Ku Klux Klan, it was generally pre- 
dicted that any future nomination 
by Mr. Roosevelt to the Court would 
be contested vigorously. But selec- 
tion of Mr. Reed brought praise both 
from supporters and opponents of 
the President. One reason was that 
he had kept aloof from the dispute 
last year over enlargement of the 
Supreme Court. 

Friends call him a liberal who is 
not a zealot, one who looks upon the 
Constitution as ‘‘a guide for our pro- 
gress, not a gaoler to preserve the 
Status quo.” It is no secret that left- 
wingers within the Administration 
would have preferred more of an ex- 
tremist for the Court vacancy. 

Born 53 years ago in Maysville, 
Ky., Mr. Reed studied in the public 
schools, at Kentucky Wesleyan and 
Yale Universities, and in Paris. He 
studied law at Columbia University 
and at the University of Virginia. 
From 1912 to 1916 he served in the 
Kentucky legislation. 


Charles Edison 


Economy and Efficiency His Goal 
In the Development of the Navy 


HE Navy, in the view of Assistant 

Secretary Charles Edison, should 

have more “freedom of action in 
doing business.” 

Speaking trom the standpoint of 
one experienced in industry, the son 
of the late inventor, has recommend- 
ed a decentralization of purchases 
of many naval supplies on the 
ground that it would promote both 
economy and efficiency. Because of 
his increasingly important role in 
Administration councils, members of 
the House Appropriations Commit- 
tee paid special heed to his testi- 
mony. 

They knew the 


that immediate 


People of the We 
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JHEN Mr. James Brown, or any + 
other prospective automobile 
buyer, goes into a sales room to 


look at a new car he sees the prod- 
uct of an industry which has pro- 
duced a value “for ,the consumer 
which is unexcelled by any other in- 
dustry in this or other countries.” 

Nor is this estimate merely the 
offhand opinion of the salesman. 
It is the judgment offered by a Fed- 
eral agency after it had finished a 
detailed study of the automobile in- 
dustry. 

Acceptance of the American au- 
tomobile, here and abroad, as a sym- 
bol of modern manufacturing effi- 
ciency, in the opinion of economists, 
is due to the motor industry’s policy 
of stressing (1) better equity, even 
at the cost of millions of dollars an- 
nually for research and (2) lower 
prices or at least no price increase 
comparable with the increase in 
value. 

A SAVING OF ONE-HALF 

One example of this continuous 
process of offering a better bargain 
to the public is shown in the picto- 
gram above. Since 1928 the price 
per horsepower of the average au- 
tomobile, exclusive of taxes, has been 
cut from $17.70 to $8.45, a saving of 
more than one-half 

As a result, the average car sold 
today even though it costs less, has 
a maximum of 83.9 developed horse- 
power as compared with a maximum 
of 45.4 horsepower in 1928 

Another example of the greater 
value offered the buyer of a car to- 
day as compared with 10 years ago 
is the reduction of the average price 
for each pound of car weight from 


31 to 24 cents, a saving of one- 
fourth. 

Savings made by the motor car 
industry enabled the average per- 
son who bought a car last year to 
buy it for $181 less than he had 
to pay in 1928. Recent price in- 


creases to cover higher manufactur- 
ing costs have reduced the margin 
below 1928 to $102. Thus, a total 
dividend of $733,000.000 accrued to 
the public last year from economies 
in manufacturing and merchandis- 
ing passenger cars put into effect 
during the last 10 years. This rep- 
resents the difference between 1928 
and 1937 in the average factory list 
prices, that is, the retail price before 
charges for taxes, transportation and 
special accessories are added. 
Research, both to improve methods 
and manufacturing and quality of 
the automobile is responsible for 
this dividend, shared in by every 
person who drives an automobile. 
Hundreds of new improvements in 
manufacturing methods could be 
cited. One of the most revolution- 
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Navy bill for the year beginning in 
July was but the forerunner of an- 
other, asking authorization for more 
warships. They knew of Mr. Edison’s 
visits to the White House and his 
part in the formulation of the en- 
largement program. In the absence 
of Secretary Swanson, who has been 
ill, they listened to him virtuall) 
as Secretary of the Navy. 


Of trim 
build, Mr. Ed- 
ison goes 
about his du- 
ties with 
much the 
same vigor 


that he put 
into study at 
the  Massa- 
chusetts In- 
Stitute of 
Tec hn ology 
before gradu- 
ation in 1913 and into directing the 
manufacture of important war ma- 
terials and aiding the Liberty Loan 


Charles Edison 


drives during the war. He is 47 
years old. 

Direction of many of the busi- 
nesses that Thomas Alva Edison 


built up fell to this son while he 
was in his early thirties. For a time 
his interests had run more to aes- 
thetics. Liberal and_ intellectual 
ideals still bulk large in his philoso- 
phy; but with them is mixed a 
sense of the practical. 

“My own experience,” he told the 
House committee, “has been that a 
great many hardships and unneces- 
Sary expenses are placed on any or- 
ganization when you try to central- 
ize items that should not be central- 
ized. There are certain thirig in 
which great advantages can be ob- 
tained from centralizing and buying 
in very large quantities. There are 
other things that could much better 
be handled locally.” 

There was little theorizing in his 
Statement. Mr. Edison pointed out 
he had personally inspected many 
Navy stations during the year. He 
cited handicaps under which the 
Navy functions, reporting at the 
same time that “the fleet is in a high 
state of efficiency as regards morale 
and training.” 
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No. 2. The Automobile Industry 
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The above illustrations are based on Automobile Manufacturers’ Association data for the F.O.B. 
list price of the cheapest four or five passenger closed models. 








ary developments has been in new 
welding and stamping processes 
which results in all-steel construc- 
tion. Not only have these processes 
saved huge sums for the motor car 
manufacturers but they threaten to 
revolutionize manufacture of rail- 
road trains, electric refrigerators 
and many other products. 

Many new high speed automatic 
machines have been introduced. The 
number of parts has been reduced 
and laborious assembly have 
been reduced to minor 


HIGHER LABOR COSTS 

Systems of continuous belt con- 
veyors have replaced trucks for the 
handling of supplies. Fast-drying 
lacquer now is sprayed on automo- 
biles where a few years ago a slow- 
drying enamel had to be applied by 
hand 

Because of this policy of plowing 
back savings into a better product, 


jobs 
routine, 


labor costs last year were Il ) 
cent higher than in 1929 

the gross income from sale of mot 
vehicles was 19 per cent le; 


And so, if Mr. Brown ¢ 
automobile ol 


ompares the 


today with tha ia 






decad2 ago he can see count m 
provements brought about by the 
endless search for efficie ) 
the laboratory and in f 
Instead of the wood and steel body 
with squeaky woodsills and a 
cloth roof, which he saw in the a 
erage 1928 car, Mr. Brown se day 
a streamlined, silenced all-ste 
body with a built-in trunk and an 
enclosed spare t 

Instead of a simple, easily twi 
frame with flat flopping fenders—a 
rigid frame and a strong bumpe!: 
and streamlined one-piece fenders 

Instead of a_ four-« le] »W 
engine ixes and hts with powe 
and economy 

Instead of two-wher nechanical 


or Ten Years Aco 


Car oF To- 








DAY 
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brake four-wheel brakes. 

In ad of plain »lass—shatter- 
proof, saf glass 

Instead of small high-pressure 

r yalloon res 

Instead of a verous wooden 
steering wheel—a plastic steering 


with safety spring steel spokes. 
Instead of nickel plating—chro- 
uncomfortable 
high center of 
made a car difficult 
and redis- 
easy riding. 
solid color enamel 
finish in every color 
weather proof and 


Instead of stiff, 
sus- 
indle—soft springs 
buted weight for 
dull, 

lacquer 
the rainbow 
iding 
Other teatures giving greater com- 
njoyment than the owner 
huSine got in 1928 today are 
at the command of the man of mod- 
who can afford only a 
automobile. 
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CROSS TOWN or CROSS 


AERO MAYFLOWER—Nation- Wide Operator— 
Capitalizes on INTERNATIONAL'S 


Whether International 


mileage on the nation’s highways or stick to 


city streets, they are 


International factory-standard service. 


Through the years, 


vester has set up an organization of 237 
Company-owned branches located at strate- 
gic points in the United States and Canada, 
fully equipped to give you the kind of 
service you have a right to expect. Factory- 


Efficient Service 


Trucks roll up trained service 1 


Visit 


ternational 


our 


near-by 
service at 


COUNTRY 


nen, working to precision 


standards and using genuine International 


always close to quality parts, turn out the work in the 
shortest possible time. 
. Your truck dollars go farther with 
International Har- International because your investment is 
protected throughout the life of the 


truck by this matchless after-sale service, 


see In- 
Talk to 


and 
work. 


branch 


International owners and know its value. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


(INCORPORATED) 





- at ees eee 
Right: One of es 
a big fleet of Ft é 
heavy-duty In- ¢ ° gprely * 
ternationals Move S: 


owned and op- % 
erated by the 
Acro Mayflower 
Transit Com- 
pany, Indianap- 
olis, Ind., in its 
coast-to-coast 
operation. 





INTERNATIO 









Hd 


AERO 


280 Mayflower Transi 


» FURNITURE MOVERS | 


+ MAYFLOWER WAREROUSE ActNTS 


Chicago, Illinois 












TO COAST SERVICE 






Mh PRINCIPAL CIES 





NAL TRUCKS 
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Gitizens 
/ntormation 
Service 


How to Avoid Errors 
In Income Tax Returns 


taxpayer obtain Government aid 


Hew may a tar 
to avoid making mistakes 
return? 
The Bureau of Internal Revenu 
ton issues printed instructions 









accompanies every form for filing in 
turns, and which may also be obtaine 
reau's field offices in the States 
should read es€ 
preparing a recur 
right, Ma B. F 
tul » a large D€ 
rors, nistakes computa n 
which S Ke i 
emption id } a 
entitled. 
Supplement struc ons e 
g which it en- 


Bureau has a four-point 
joins every taxpayer t 
Don't 
studying the inst is 
Don’t procrastinate in making returns, for 
early assembling of data in the internal reve- 
nue offices rmits careful consideration of 
| tax problems 
Don’t destroy the memoré 
ir return is prepared 





as follows 
prepare your without first 


net 
ucvlol 











ida from which 









infor- 
tion is essential to an intelligent audit of 
tion to your 





omit explanation when such 





your return; attach the 
return. 

The taxpayer may 
tion, if desired, for preparation 
applying personally 
office of a collecto. of internal 
collector or internal revenue whose loca- 
tion may be ascertained from post office, 
bank or any large corporation in the community. 
applying to revenue of- 
fices making returns should 
bring a copy of his return for the prior year. If 
further information is needed, inquiry may be 
addressed to the Commissioner of Internal Reve- 
nue, Washington, D. C. 


additional informa- 
of his return by 
to the nearest 


revenue, deputy 








agent, 


any 


A taxpayer personally 


for assistance in 


Registering a Trademark; 
Federal Aid Available 


’HAT procedure is necessary to register @ 
trade mark? 

Any person, firm 
domiciled in the United States, or in 
country according a similar privilege to ci 
zens of the United States, can have a trade-mar 
registered in the Patent Office, if the applicant is 
the owner of the trade-mark, pays the required 
fee and conforms to the Patent Office regulations. 
The original application fee is $15. Any one desir- 
ing registration of a trade-mark should write the 
Commissioner of Patents, Washington, D. C., for 
a free copy of a pamphlet giving the United 
States Statutes and Patent Office Rules relating 
to trade-mark registration. 


corporation or association, 





any 








A trade-mark owner may present his own ap- 
plication for registration, but unless the appli- 
cant is familiar with the procedure, the Patent 
Office prefers that the applicant em a com- 
petent attorney. The Government will not aid in 
the selection of an attorney, except that it main- 
tains in the Patent Office a register of all at- 





torneys eligible to practice before that office and 
that list may be inspected at any time for choice 
of an attorney. There also are lists of patent at- 
torneys in business and telephone directories at 
Washington, copies of which may be found in 
all large cities 

All business th the Patent Office should be 
conducted in writing and unless by consent of all 
parties concerned, applications will be considered 
exclusively on the tten record. The Patent 
Office will pay no attention to oral promises, 
Stipulations or understandings in relation to 
which there is any disagreement or doubt. The 
available pamphlet on the outlines re- 
quirements, details of procedure and other details 
regarding trade-mark registration. 








subject 


Federal Trade Advice 
Free to Export Trade 
Hew can exporters 


ucts make use of 
tacting trade opporti 


of farm and ctory prod- 


the Government in con- 
nities abroad? 

Specific inquiries from many foreign countries 
for purchase of products of United States origin 
are constantly reaching the Department of Com- 
merce. They are included in issues of 
“Commerce Reports,” which the Bureau of For- 
eign and Domestic Commerce in the Department 
publishes as its official forei trade publication 
That publication is obtainable at nominal annua! 
subscription price from the Government Printing 
Office at Washingt 

Specific information on any of trade op- 
portunities, however, may be obtained without 
charge by American firms and individuals upon 
application to the Bureau or at any of its branch 
offices located in centers of business throughout 
the United States. 

Inquiries are on file at the Bureau for automo- 
bile repair shop tools, spouts for salt containers, 
hack saw blades, vibs and hooks, leather belting, 
cameras, quick-freezing appara zine litho- 
graphic plates, paper napkins and handkerchiefs, 
bicycles, steel furniture and industrial ther- 
mometers and other articles of great diversity. 

All necessary information about these mav be 
obtained from the Bureau of Foreign and Domes- 
tice Commerce at Washington 





tne current 





al i¢ 












tnese 





tus, 





* 
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ESSENTIAL INFORMATION OF NATIONAL INTEREST; 
LATEST NEWS OF GOVERNMENT ACTION 





Business Regulation 


ANUFACTURERS are forbidden to use in 

\ vertising matter any scheme, plan or method 

le which involves a gift enterprise or lottery 
whereby any article or thing of value is given as a 
premium for purchase of any other article 
use the word “free” as descriptive 
represented to be given free when 
he alleged free gift is not given as a gratuity but 


may be obtained only by purchase of merchandise. 
FTC, Jan. 10 


ad- 


may not 





merchandise 





x * * 

Manufacturers of novelties, hosiery, cameras, 
fountain pen desk sets, radios and other goods must 
discontinue supplying push-cards, punch-boards or 
similar devices designed to enable persons to sell 
merchandise by use of such lottery devices. Source: 
FTC, Jan. 18 

~ * * 

A cereal food manufacturer is not permitted to 
represent that any article is given free to a cus- 
fact the price is included in the 
article that must be bought before 
FTC, Dec. 31. 


tomer when in 

price of another 

a buyer is qualified to receive the gift. 
x * * 

A correspondence school, selling & course in sign 
painting and lettering, must not represent that any 
article is given free to a purchaser of the course un- 
less such article is furnished without the payment 
yf money or the rendering of any service. Also, a 
school must not make unmodified representations 
as to potential earnings in excess of the average 
earnings of such work under normal business con- 
FTC, Dec. 31. 


ditions. 


~ * * 
Sellers of soaps, soap flakes, cleansers and soap 
powders through mail order houses and house-to- 


house canvassers are not permitted to represent by 
fictitious price marks or any other means or device, 
that their soaps have a retail value or price in ex- 
which they are actually and 
Source: 


cess of the price at 
customarily sold to the ultimate consumer, 
FTC, Jan. 17. 

**«* 

Manufacturers of shirts and shirt collars are re- 
quired to avoid using the words “no wilt” on shirt 
labels as descriptive of shirt collars which are not of 
or fused type of construction. The 
words “no wilt” or “starchless” may not be used to 
imply that the shirt collars are proof against 
wrinkles, that they will retain their starched neat- 
ness and shape permanently and that they will not 
wrinkle or wilt, when such is not a fact. 
FTC, Jan. 17. 

x *«* * 

Hosiery companies, firms or individuals are not 
permitted to represent they manufacture the goods 
they sell unless they actually own and control a 
factory making their hosiery. They may not repre- 
sent that their line of goods corresponds as to grade, 
texture, color and quality to the samples their sales 
agents show customers unless the customers ac- 
tually receive hosiery of the grade and quality se- 
lected. It is also forbidden to represent that stock 
is turned over every ten days and is always new and 
fresh, which such are not the facts. Source: FTC, 
Jan. 17, 


the “non-wilt” 


curl, 
Source: 


x * * 

Ginners, warehousers, producers and buyers of 
cotton who engage in fraudulent practices to secure 
loans on the 1937 cotton crop will face criminal 
prosecution by the Department of Justice. Once a 
producer has sold his cotton he cannot borrow on it 
for the person to whom he sold it or borrow on cot- 
ton he buys to replace that sold. Some owners of 
cotton have paid producers, from whom they have 
bought cotton, to ask loans in the producer’s name. 
Civil action to recover on discovered fraudulent 
loans will not preclude criminal prosecution. Source: 
Commodity Credit Corporation, Jan. 7. 

x~ * * 

Eight fireworks manufacturers and their trade as- 
sociation, Pyrotechnic Industries, Inc., said to pro- 
duce 85 per cent of all commercial fireworks made 
in the United States, are accused, in an FTC com- 
plaint, of conspiring to maintain uniform prices 
and discounts in sales. FTC alleges they entered in- 
to understandings and agreements, and in practices 








—Harris & Ewing 
HE KNOWS HIs JOB 
Charles V. McLaughlin, who recently succeeded 
Edward F. McGrady as Assistant Secretary of 
Labor, is no stranger to labor, having served as 
senior vice president of the Brotherhood of Rail- 
road Trainmen and Engineeermen. 


+ 





i 





THE SEC—NOW WE 


Harris & Ewing 


ARE THREE 


OHN W. HANES (left) and Jerome Frank (right), new members of the Securities and Ex- 








change Commission, pay their first call on President Roosevelt since assuming their new 
posts, accompanied by William O. Douglas, chairman of the Commission. 
accordingly, to restrain, monopolize and eliminate + . ° 
competition in manufacture, jobbing, and retailing OCcla ecurity 


of fireworks, in violation of the FTC Act. Source 
FTC, Jan. 28. 
x * * 


allowed to use on labels 


A brewing company is ho 


or in advertising matter any words or picture of a 











State map so as to imply the beer it sells is brewed 
in that State when, in fact, the company obtains 
that beer from another State. FTC, Dec. 31. 

x *« * 

Brokers and all others, under rules effective 
Feb. 8, designed to prohibit short selling in a 
declining market, are forbidden to use any facility 
of any national securities exchange to effect a 
short sale, for th own account or for a cus- 
tomer, of any at or below that security’s 
price at its last regular sale on the exc J I 
new rules supplement ¢ ting 10 e 
A “short sale” is the sale of a securi se 
does not own or any sale consummate: de - 
ery of a borrowed security. Source: SEC, Jan. 24 

e¢ 2 ¢ 

The relatively few coal producers 


who impound 






proceeds of coal sales, pending a test of the con 
stitutionality of the Bituminous Coal A are af 
fected by a cease and desist order of the Coal 
Commission which directs that invoices be paid 
in full by the due date. No part of the sale price 
may be withheld by reement between buyer and 


seller based on any unadjusted claim of the buve1 


No sale, delivery or offer to sell coal shall be on 
any condition, express or implied, that any of th 
sale price may be withneld by the buyer, or put 
in escrow, or made subject to rebate or refund by 


Sellers pending court proceedings. Source: NBCC 


Jan. 12. 


Labor 


JHEN employer and union have a closed-shop 

contract, calling for dismissal of workers who 
refuse to join the union, any workers who are dis- 
missed in accordance ’ 
remedy in the courts for their ! 
This is the situation as establi the highest 
court in the country’s largest industrial State, New 
York, where the plea of the discharged workers 
had been that they were deprived of their constitu- 
tional right to work in view of the 
ployer had a local monopoly of the 
question. The decision is headed for review in the 
Supreme Court. Source: Decision by the New York 
Court of Appeals, Jan. 18 

x * * 

If a union chosen by the majority of employes in 
any unit has a contract with the employer and the 
employes n shift their affiliation different 
union, the new union succeeds to the contract on 


contract 


employn 


with the h 


loss ot 





shed by 


fact that the 


type of work in 





toa 





ground that the agreement is with the employes and 
the union is merely their agent. This is the rule 
under decisions of the National Mediation Board and 


the Pennsylvania Labor Relations Board and it has 





been recognized by some court although othe 
courts have ruled tnait the original contractin 
union is entitled to execute the contract even 
though it may have only a small I of thé 
employes as members. Source Latest court de- 
cision upholding the rule as stated: New York Su- 
preme Court ruling, Jan. 17 
x * * 

The definition of refusal to bargain on the part 

of employers is extended by the National Labo: 


Relations Board to apply to these situations 

1.—Where an employer reincorporates in another 
State and transfers nis business to the new c yrpo 
ration to avoid dealing with a union which has en- 
rolled a majority of his workers. 

2.—Where an employer holds collective 
contract interferes witn the his 
business and offers instead to sign individual con- 
tracts with the workers covering wages, hours a 
conditions of employment. When such contracts in- 
clude also an agreement by the employes not t 
ask recognition of a union, the case for refusal to 
bargain is declared to be made still 
Sources: Decisions of NLRB, Jan. 14 and 15 





th 


ata 


management of 






nd 


stronger 





“Christmas Gifts’, paid 


-- NTS designated as 
Dy a company to} empl 


terial. Th 


wages witn- 


the Social 


yes, are 


visions of 





the remur a 





us, salaries, fees, 


tion for services is im 
bonuses, and commissions on sales are wages if paid 
to employe as compensation for em- 


stmas Gifts” paid as a 





ht relatior al 

IX. The fa I 

on qua y of the e¢ 
V seh) l Ce iS Cllia 
Internal Revenue Bureau, Jan. 24. 

: 
Volunteer fire departments organized and oper- 

ted under State law and adopted by cities and 


of political subdi- 
of the So- 
tments nor 


townships, are instrumentalities 
the State wit the mear 
ity Act and neither such d 
are subject to Social 


visions of hin ng 





cial Secu 


Sec 


their employes taxes. 




















source: Internal Revenue Bureau, Jan 
x* *«* * 
Woliciting agents of a life insurance company, en- 
gaged under contract to secure life insutance pol- 
‘les, unauthorized to sign the company’s name to 
contrac vithout f i time for work and over 
Wl yrignt ) escrioe ne 
or place of solicitation, are not « ve but are 
independent contractors under the Social Security 
Act. Source Internal Revenue Bureau, Jan. 24 
2 = 
Branch managers of a life insurance company, 
devoting their entire time to supervising and in- 
c npany’s business and subject to dis- 
charge or Ie ie) ” reduction of 
hei rritories, are ( 1eanin 
( he Social Secu I rnal Rev- 
enue Bureau, Jan 24 
x * * 
Payments made to injured employes by em- 
ployers operating as “self-insurers” in accordance 
with the provisions of a 


State Workmen's Compen- 
sation Act, are in the same category as payments 


lade by an insura) company and are not “re- 





the Social Se- 
Bureau, Jan. 24 


tion for empl under 
Source: Internal Revenus 
Ss + < 








an em- 
wages 


Deferred or renewal commissions paid to 
y insurance company constitute 
VIII IX of the Security Act 


nd are taxable at the rate in effect for the 


ploye of 


under Title and Social 











endar year in which the services were 
Source: Internal Rev Ireau. Jan. 24 
An individual in the einploy of a ‘al lovge 0: 


division of a railway laber organization, national in 
in the employ of a car- 


1937 


and who was never 


Carriers Taxing Act of 


Scope 


rier aS defined in the 





lic Law 174, 75th Congress) is not an employe 

me > of that law He is, however, 

an re he Social Secu Act, Title 
VIII, vided fi i not attained the age of 65. 
The local lodge of the railway labor nization 






Title 
Source: 


iS an employer under the Social Security 
IX, if the lodge has eight or more employes 
Internal Revenue Burean, Jan. 24. 


7 8 F 


Taxes 


Income Taxes 


—agpebenscomgie who pay into the Treasury the 
4 amount of an employe’s tax under the Social 
Security Act (Title VIII, section 801), without de- 


from his wages, may deduct 
ness expense in Federal income tax re 
‘tion 23(a) of the 1936 Revenue A 


tutes additional compensation to the employe. 


ducting it as a bugi- 


under 





turns, 








ct It consti- 


amount of the tax, whether paid by the employer 
or the employe, is not deductible by the employe for 
Federal tax yurce Internal 


Revenue Bureau, Jan. 24 


income purpose Si 





The, | 


Do you 


| yearayeengte appropriation bills in the fue 
¥ ture may uniformly provide that the funds 
they appro} shall not be spent for the hire 





appears in two of 
the House at 
apparent 


of aliens. a provision 


the appropriation bills passed by 


sion of Congress and there is an 


tendency to extend such provisions. A few ex- 
ceptions might have to be made 
xk * 


\ JITHIN the next few months constitutionality 

New Deal measures and 
the application of a third statute is expected to 
be determined by the Supreme Court. These are 
the Public Utility Holding Company Act. the 
Tennessee Valley Authority Nat 
Labor Relations Act 

~*~ * ® 


of two important 





ional 





Act and the 


tactics to delay legis- 


used to prevent 


filibuster, or dilat 


f ory 
} : . ; 
‘ lation, sucn as thal action 





on the anti-lynching bill, can be limited in the 
Senate only by application of a cloture rule. 
This consists in provision that a motion signed 


by 16 Senators calling for ending debate on any 
pending measure must be laia before the Senate 
on the following day. If two-thirds of 
the Senators present supnort the motion the 
pending bill becomes the Senate’s “unfinished 
business” and no Senator may speak on it more 
than hour. 


second 


an 
x~* * 

| Bape taceagen has been adopted by the Senate only 

A four times, namely: In November, 1919, in 

consideration of the Versailles treaty: in Janu- 

ary, 1926, in consideration of World Court mem- 

bership; in February, 1927, on the McFadden 


banking bill; and again on a bill to create a 
Bureau of Prohibition. 
x * * 


LL girls will get a “new deal” 
in the District of Columbia and Utah in 
February. A minimum wage of $17 a week for 
experienced women employes of retail stores has 
established in Washington, effective Feb. 
a minimum of $16 a week is prescribed 
effective Feb. 1 
x * * 


been 
14, and 
in Utah, 
- rrcraranig plans for mobilizing all the in- 
4 dustrial resources of the United States in 
case of war have been completed by the War De- 
partment. The President has recommended en- 
actment of legislation to facilitate such an en- 
listment of the nation’s facilities. A bill also is 
pending to provide a small appropriation for the 
War Department to enable it to give small ex- 
perimental orders of a wartime character to 
leading companies, which thus would get prac- 
tical experience in handling a wartime job. 
x * * 
( UT of 435 Representatives and 96 Senators, 
only eight refused to accept the largess of 
mileage payment for supposedly traveling home 
between the two sessions of Congress. The rea- 
the allowance is a largess in most cases is 


son 
that the payment is made at the rate of 20 
cents a mile for the round trip, whether cr not 
the trip is actually made. 

~*~ * * 
-peceumyee trade of the United States zained 

more than a billion and a half dollars in 

value in 1937, over the preceding year. This 
country not only kept first place as an exporter 
but increased its share of tota! world trade 

x * * 
N° let-up in the epidemics of grasshopper 
J plagues which have occurred in the West 


this summer. A survey 
shows that 
than oce- 


in recent years is in sight 
of the Department of Agriculture 
grasshopper infestations 
year are likely 

x * * 
A of $2,500,000, the largest payment 
l ever made in settlement of a marine insur- 
ance policy covering a vessel, was made Jan. 21 
to the United States Maritime Commission in 


wider 


last 


even 


curred 


remittance 


settlement for insurance on its interest in the 
S. S. President Hoover which was wrecked re- 
cently on a reef off the island of Formosa in 
the Pacific 

x * * 


N° means of limiting debate was available in 


1e Senate until provision was made for use 





of the cloture rule in 1917. In that year, after 
12 Senators had filibustered until the session 
adjourned on a bill to authorize arming of 
merchant ships against submarine attacks, 


President Wilson publicly declared ‘a little ;roup 
representing no opinion but t.eir 
the great government of the 


of wilful men, 
own, have rendered 
United States helpless and contemptible 

* &2& 
YNALES taxes have resulted in 9 sharp increase 
J in the demand for pennies, nickels, dimes 
and other small coins. At least that is one ex- 
planation offered by Mrs. Nellie Tayloe hoss, 
Director of the United States Mint, for the 1,643 
per cent increase in production of coins during 
the last three years as compared with the pre- 
vious three years. 

ee 2 2 


YONTROL of cotton production, according :0 
C the tentative draft of the Farm Bill, will be 
made compulsory for 1938. It is compulsory be- 
cause any farmer who does not comply will lose 
a parity payment of two cents, a conservation 
payment of two cents, the right to participate 
in any future loans and he wili have to pa, a 
two-cent tax on any non-conforming cotton he 
sells, making a total ~enalty of six cents a pound, 

££ = < 

OP on subsidy checks in the new farm pro- 

gram, according to Senator Smith (Dein.) of 
South Carolina, chairman of the Senate Agri- 
culture Committee, will be placed at $19.000. 
This top will apply only to the amount going to 
one individual or corporation. Larger payments 
would be permitted in cases where all over 
$10,000 was passed on to tenants or empioyees. 
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“How you New Yorkers 
can keep this sort of 
thing up day in and da) 
out I don't see.” 
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ee maybe it was Omar Khayyam 
or Barnum, said that you can’t sell snowshoes 
to-a South Sea Islander or beach pajamas to 
an Eskimo. He was right when he said it. 
But if you'd like to make a monkey out of 
Omar (or wasit P. T.?)—just send your Samoan 
and Greenland friends copies of THE NEW 
YORKER. Then sit back and watch the results. 
Some potent chemical in this weekly mag- 
azine seems to have hypodermic effect on 
human notions of living. People who read it 
(134,167 families at the last count) refuse to 
be restricted to snowshoes OR beach pajamas. 
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They want both. They want all of the thou- 
sands of things in-between. Luxuries, necessi- 
ties, fripperies, and doodads without end, amen. 

THE NEW YORKER families have the bug 
called the fu// “fe, whether they live in Samoa 
or Greenland or Philadelphia or on Fifth 
Avenue. (Incidentally, a lot of them live in 
Washington and 40 other best trading areas 
in the U. S.) These folks have surmised that 
lite is short and fleeting, and it’s high time 
to be going places and doing things. They 
cram a whale of a lot of living into every 


twenty-four hours. 








OQ. SOGLOW 


THE NEW YORKER aids and abets this fas- 
cinating fun and feverish buying. Much of 
the buying is done at good cash prices among 
articles found right next to reading matter in 
THE NEW YORKER. 

Curiously enough, a throng of other Amer- 
icansare buying the self-same articles—because 
THE NEW YORKER is read by people other 


people copy. 


NEW YORKER 
25 WEST 43rd STREET 
NEW YORK, N. Y. 
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Wersgqram 
Fading ‘Cooperation 
In Recovery Drive 


— 





What are the prospects of “busi- 
ness” tinding a common ground of | 
cooperation with “Government”? | 
Decidedly less bright, considered in 
the light of latest developments as 
the ahead.” | 


“pushes 
Here are some reasons. | 


President 








is recorded in Wash- 














DEFINITE “let-down” 

ington in the sentiment of those officials who 
had been encouraging a get-togetner between 
Government and the leaders in business and 
finance. 

Several factors account for the s idden shift 
of sentiment. 

First and foremost is the President’s statement 
of Jan. 25 tell mass production industries that 
they should cut price but shou not reduce 
hourly rates of pay. Wage cuts, Mr Roosevelt 
said, represent ily ] bankruptcy, but 
the bankruptcy of sound oss judgment.” 

Second of the factors is the conviction for 
criminal conspiracy to fx prices of 16 major oll 
companies and 30 executives ol those companies. 





This co? der the criminal provisions of 





the Sherman An rust Act heralds the real 
opening of one more effort by the Government to 
penin g of one mor ) 

force competi business. It involves the 







r 30 big business men. 

. decision to press ahead with the 
power policy, offering Federal Govern- 
ion and regulation for the private 


threat of jail 

Third 
Federal 
ment competit 


electric power industry 


“REFLATION” IN SIGHT? 

Fourth among the factors accounting for the 
“Jet-down” feeling in the more conservative offi- 
cial quarters is the announced decision by the 
President that Government must supply pur- 
chasing power to the people if private industry 
is unable to do so in the next few months. This 
means a program of “reflation” instead of “de- 





flation.” 

Actually, Mr. Roosevelt sees no reason why 
any of these developments should interfere with 
the progress that had been made in recent con- 
ferences with business men to establish a liaison 
with the White House and to work out a policy of 
cooperation 

The President recalls that at the time NRA was 
thrown out by the courts he very specifically 
pointec out that this meant the return of the 
anti-taigst laws in their old form. This return 
was automatic. It represented, according to 
White House advisers, the revival of attempted 
forced competition of the kind that business said 
that it wanted. 


KEEPING UP EMPLOYMENT 


When it comes to wage policies in industry, the 
Presidential view is that business leaders them- 
selves nave told the country that their policy 
is to use their accumulated reserves to sustain 
employment and wages. While Federal tax pol- 
icy has been directed at forcing business to pay 
out more of its earnings, that policy is in process 
of alteration and cash reserves actually are found 
by officials to be large in many companies that 
now are discharging workers and threatening 
pay cuts. 

As for new Government efforts to get money 
to circulating more rapidly, the White House view 
is that business men were scarcely happy in the 
deflation that followed 1929 and probably would 
be no happier in a deflation following 1937. The 
thought is that reflation should be more popular 
with all business than is deflation. 

Business sentiment, even so, is reported to be 
less optimistic concerning the prospect of find- 
ing a common ground of cooperation with the 
President. 
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The Voice 
of Business 


W. J. CAMERON, official of the Ford Motor 
Company Wages going up and prices coming 








down is the only formula of national prosperity. 
We do not mean lower prices for the producer-- 
for the farmer for instance, his prices are his 
wages. We mean lower prices to the consumer 
when economical methods produce goods at low 





cost, and these goods are sold at low prices, more 
people buy, and their vast collective purchases 
make for higher wages and continuous employ- 
ment. There is no other way. 

But, if you raise the price when you increase 
the wage, or, if you raise the wage before you are 
prepared to lower the price, you fail in the func- 
tion of production engineering—and that func- 
tion is to harmonize low prices with high wages 
by improving the intermediate production 
method. 

When wages are forced up by unnatural, un- 
reasohable, uneconomic and arbitrary demand, 
and not built up by improved method, manage- 
ment is already unseated; you compel it to try to 
equalize higher costs, which should not be higher 
by higher prices which should be lower. 


’ 


Of course, it never accomplishes this—the proc- 
ess simply begins to slow down. Higher prices 
eat up higher wages, people buy less, trade 


slackens, employment falls off. Nothing whatever 
has been gained and momentum has been lost. 
And yet, the very thing so destructively forced 
was being solidly and safely built into practice 


all the time, until gentlemen in a hurry, with 


dangerously lopsided ideas, upset the cart. . 
(From a radio address over a nation-wide net- 
work of the Columbia Broadcasting System. 
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S the chart above shows, the supply of money in the United States 
reached a record high of $32,303,000,000 during 1937 as compared 
with $27,142,000,000 in 1929 but the national income last year was barely 
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$68,000,000,000 as contrasted with $80,484,000,000 in 1929. 
shortage, but a failure to get money to go to work as hard as it once 
did, accounts for continued depression in the view of many economists. 


Not a money 
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(N@LNSGIGIGI? FORCING IDLE MONEY TO WORK: 
THE PRESIDENT’'S NEW RECOVERY PROGRAM 


ME ROOSEVELT now is flatly committed * 


to the “purchasing power” theory of recov- 
ery. This commitment was made on Jan. 25 in 
a Presidential statement opposing reductions in 
hourly wages in industry. 

Its essential meaning is that the President 
will shape his policies on the basis of a convic- 
tion that confidence on the part of businessmen, 
and investment in houses and factories and new 
enterprises, grows out of spending by the 
masses of the people rather than preceding that 
spending. 

Confidence, President Roosevelt holds, is an 
effect, not a cause, of recovery. 
Briefly stated by its 
leading exponent in the 
government, the ‘pur- 
chasing power” theory of 


THE TWO METHODS 
BY WHICH INCOME 
MAY BE INCREASED 


recovery is this: 

“Incomes, or purchasing power, broadly 
speaking, can be increased in two ways—by the 
disbursements of business and by the disburse- 
ments of government. Business in recent 
months has been decreasing its expenditures, 
thereby putting pressure on incomes and on 
commodity prices which determine the incomes 
of farmers and other important groups in the 
population. 

“Many factors, including rigid prices, de- 
clining world trade, existing unutilized capa- 
city in industry, and high building costs, make 
it appear unlikely that adjustments can be made 
soon enough to permit a natural recovery. The 
alternative is for government to take steps to 
provide the increased incomes that business, on 
its own, is not able to provide quickly.” 

This alternative, Mr. Roosevelt revealed, is 
now under consideration. Continued deflatiog 
in business spending, he said, “will make it nec- 
essary for Government to consider other means 
of creating purchasing power.” 

Here the question arises: What are those 
“other means” of creating purchasing power 
that the government might undertake? 

At this point the chart at the top of this page 
figures prominently. 

A glance at the chart shows that the supply 
of money in the country is huge. This supply 
is made up of checking accounts in banks and 
of currency. Its total has fallen somewhat in 
the recent months of deflation but still is about 
five billion dollars above that of 1929. 

But the money is not working as it once 
worked. Its supply has been built up by the 
vast government spending program of recent 
years. But that supply is turning over a little 
more than twice in one year. In pre-depression 
days it turned over nearly three times. 

If the country’s money supply was working 
now in the way it worked in 1929 the national 
income would reach the ninety to one hundred 
billions of dollars that the President has set 
as his goal. 





Many of the plans under study within the + 


New Deal concern ways to get more work out 
of an already huge supply of available money. 

Increased government spending of borrowed 
funds, through WPA and in other ways, would 
only tend to add to the total of the money 
supply. The planners say that they would not 





pre $32,000,000,000 in money is 
available for work of one sort or an- 
other in this country. The planners 
find that it has been idling on the job. 
Mr. Roosevelt now is demanding a 
speed-up in a new effort at recovery. 


Here is the story of what is happening. 











object to an operation of this kind sufficiently 
large to add another billion to the money total. 
But a spending spree would be frowned on. 

The emphasis, rather, is to be on: 

1, An anti-trust drive intended either to in- 
duce some industries to lower prices or to be 
wary of increasing prices in the event of an- 
other recovery move. 

2. An amended Housing Act intended to make 
it attractive for individuals, with relatively 
small accumulations of cash, to build homes for 
themselves. If this proves slow, the govern- 
ment is considering ways to underwrite large- 
scale home-building operations through insur- 
ance companies or other private or governmen- 
tal agencies. 

3. Creation of some new credit machinery 
through which investors can supply capital 
funds for small and medium-sized business en- 
terprises that need working capital or new 
plant and equipment but lack access to money. 

4. Re-armament, with some step-up in the 
expenditures for both the army and the navy as 
a means of supplying business to some of the 
hard-pressed heavy industries. 

Out of those four approaches to the recov- 
ery problem, the second and third are receiving 
the principal attention of the planners while 
the first and the fourth are getting the princi- 
pal attention of the White House. 


HOME BUILDING SAID There is agreement that 


home building offers the 
TO OFFER BROADEST biggest single opportu- 


FIELD FOR EXPANSION jity for expansion, pro- 
viding work for money and for men. There 
also is agreement that if the amended Federal 
Housing act, with its guarantee for mortgages 
covering up to 90 per cent of building costs on 
small homes, fails to appeal to lenders or to 
prospective builders, then the government will 
be prepared to take drastic action to get that 
industry going. 


| 


Under consideration in that regard is an 
agency, not unlike the Home Owners Loan Cor- 
poration, that would be supplied with capital 
by the government itself and then would go 
directly into the business of financing home 
construction on a low interest rate basis. This 
would be expected to put money to work 
quickly and on a broad scale. 

Next to home building, planners favor the 
idea of creating new machinery to provide 
working capital and longer-term credit to sound 
and well-established small and medium-sized 
enterprises that now have difficulty getting 
money. Banks are not in the business of lend- 
ing money for periods up to five years or more 
and the investment markets are not available to 
the small industrialist. 

In the past, money has been obtained largely 
from rich individuals or by distribution of 
stock to other local business men. 

But the depression tended to dry up these 
sources of capital funds. Pressure was great 
enough in 1934 to cause Congress to authorize 
the Reconstruction Finance Corporation and 
the Federal Reserve Banks to make loans, on a 
carefully restricted basis, to business men who 
could show that they were sound and were 
unable to get money from other sources. 

Under that act the RFC has authorized 
$170,000,000 in loans to 2,280 borrowers and the 
Federal Reserve Banks have authorized ad- 
vances of $148,000,000 to 2,392 borrowers. 

An interesting feature of this situation is, 
however, that once the RFC and the Federal 
Reserve Banks approved loans to individual 
business men they were able in a large percent- 
age of the cases to get their loans from other 
sources. The result is that the total of loans 
actually outstanding is relatively small. The 
record of repayment for loans made is de- 
scribed as good. 


NEED FOR NEW CREDIT The experience in this 


MACHINERY IN FIELD OP eration convinces those 
who have undertaken its 


OF SMALL BUSINESS direction that there is a 
need for some new credit machinery to care 
for the sound capital needs of operating indus- 
try outside of the big business class. Under 
consideration is some plan through which pri- 
vate individuals could buy participation in the 
industrial lending business, with their pur- 
chases of certificates backed by some sort of 
government guarantee. 

To date, however, Mr. Roosevelt has done 
no more than to commit himself to the propo- 
sition that government will endeavor to create 
purchasing power—and thereby prosperity—if 
business during this winter and spring is unable 
to do the creating itself. 

The outlook is for renewed and enlarged gov- 
ernment activity, designed to put to work the 
huge supplies of money now available for use. 


Owen Scott. 


? 
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Policing Retail Trade: 
Will It Raise Prices? 





What happens when the Govern- 
ment uses the “big stick” of its new 
trade-practice policeman, the Rob- 
inson-Patman Act? Will strict en- 
forcement of the law against price 
discounts mean higher prices to the 
housewife? A company operating 
14,800 food stores says so. 











T WAS in June, 7936, that Congress ordered the 
Federal Trade Commission to police trade 
practices in business in an effort to end price 
discriminations that tended to give competitive 
advantages to some big buyers. 

Ever since that time the Trade Commission 
has been gunning for special rebates in the form 
of advertising allowances and brokerage allow- 
ances and quantity discounts of a kind that 
really involved ‘price reductions for privileged 
customers. 

In the process of gunning, the Commission 
made its principal progress through voluntary 
cooperation on the part of manufacturers who 
agreed to discontinue practices that obviously 
were outlawed by the Robinson-Patman Act. 
The fact that this act tended to encourage identi- 
cal bids and to remove some elements of com- 
petition did not affect its enforcement. 


THE BROKERAGE ISSUE 


But a number of business practices remained 
in the doubtful category—with uncertainty con- 
cerning whether or not they were legal. 

The Trade Commission dealt with some of 
these practices in an order issued on January 26 
directing the Great Atlantic and Pacific Tea 
Company, owning and operating more than 14,- 
800 retail grocery stores, to discontinue some of 
its buying practices. 

At issue was the section of the law barring 
payment of brokerage by a seller to a buyer un- 
less an actual service is performed. 

According to the Trade Commission findings, 
the A. & P. ordered its agents, after enactment of 
the Robinson-Patman law, to accept no more 
brokerage from those who sold it goods, but in- 
stead had them purchase commodities on a net 
basis involving a reduction in prices below those 
paid by other customers. 

This raised the queston whether or not what 
used to be called brokerage fees could be passed 
on to specal buyers in the form of a reduction in 
the price. 


REDUCTIONS BARRED 


The Commission ruled that these fees could not 
be passed on in the form of direct price reduc- 
tions or of agreements to provide special quan- 
tity discounts to the buyer and it directed the 
A. & P. company to discontinue purchase of com- 
modities at any price which reflected a reduction 
from prices charged other buyers of the same 
type. 

There was a finding that use of allowances 
and discounts in lieu of brokerage tended to in- 
jure competition by diverting business from 
sellers who refused to give the special prices and 
by giving the grocery chain an illegal price ad- 
vantage over its competitors. 

The A. & P. Company answered that the Trade 
Commission had ignored the findings of its own 
examiner; that the Robinson-Patman Act per- 
mits a seller to reflect in his selling price any 
Savings in the cost of manufacture, sale or de- 
livery; that there is no evidence of injury to 
competition from practices complained of; and 
that the effect of the Commission order will be to 
penalize small manufacturers who are unable to 
hire sales staffs and must now, under this rul- 
ing, pay commissions to brokers that otherwise 
could be avoided. 

The company further answered that the effect 
of the ruling, if upheld in Court, would result 
in higher prices of merchandise to consumers. 

Effective date of the order will have to await a 
60-day period open for appeal and then the pe- 
riod that may be taken up in court procedures, 
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The vorce 
of Government 


LOUIS H. BEAN, economic adviser, AAA: Par- 
ticularly after the droughts of 1934 and 1936 
many city people failed to see the basic inter- 
dependence [of farm and factory] and saw only 
the fact that increase in food prices increased 
the city workers’ food bill. 

In 1929 the average employed industrial worker 
earned about $1,400; he paid out about $490 for 
food, leaving about $910 for other living costs. 
In 1933 he earned about $1,020, and his food bill, 
for the 1929-quantities per capita, was reduced to 
about $310, leaving about $710. 

During the first eight months of 1937, many 
more were employed than in 1933 and their aver- 
age earnings were about $1,290. The food bill 
had advanced to about $400, an increase of 
nearly 30 per cent above the low costs of 1933. ... 

If we take into account the fact that in 1937 
both food prices and nonfood living costs were 
lower than in 1929, the average employed worker 
in 1937 really had a larger purchasing power in 
terms of goods and services than in 1929. The 
real difficulty was in the fact that in the first 


part of 1937 we still had six to seven million 
people unemployed and on relief. 
(From an address before the Illinois Agri- 


cultural Association Jan. 28, at Springfield, Ill.) 
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WSOCISGWALCI8 A Special Tax Penalty on Closely-Held Companies? 


oo Gin ” - . 2 , 
HE so-called “third basket” pro- * became a six ¢ hearings were H. C. Greer of Mor- * own the controlling interest. We 


posal in tax revision plans car- 
ries trouble for the Administration. 
weeks of hearings 
the House Ways and Means Com- 
mittee appears substantially satis- 
fied with the relief provided for cor- 
porations with net income of less 
than $25,000 a year and the larger 
corporations which are financed in 


After several 


the public markets 


In between these two groups are 
certain closely held corporations to 
be taxed more heavily than others, 
unless their profits are so distrib- 
uted as to be taxed under the indi- 
vidual income levies. This new, or 
de- 
signed to prevent use of corporate 
organization for avoidance of indi- 


“third basket,” provision was 


vidual surtaxes. 


INJUSTICES CHARGED 


A number of witnesses testified, 
however, that it would bear unjustly 
on businesses built up by families or 
partners and make impossible in the 
future the plowing back of earnings 
in the way that 


into a company 
many have been built up. 


At first, little attention was given 
Spokes- 
men for business in general dwelt 
especially on the existing corporate 
surplus and capital gains taxes, wel- 
comed the modifications projected 


the section in the hearings. 


and urged more of the same 


Pleas were made for alteration of 
The 
Democratic leaders on the commit* 
tee pointed out that revenue was 
not to be decreased and sought sug- 
gestions for other means of raising 
it. No uniform answer was given. 
It looked as though the subcommit- 
would be 
the 


specific ‘nuisance taxes.” 


tee’s recommendations 
adopted in full for report to 
House. 


Gradually it became plain 


sion in the Democratic ranks. 


whethe! 
them, and 
a bare 


question 
Democrats would join 
thus giving the opposition 
majority of the committee 
Representative McCormack 


(Dem.), ot Mass., took the lead as 
the hearings waned Calling the 
recommendation “unwise, unfair 


gantown, W. Va., representing the 
West Virginia Publishing Co.; and 
Thomas E. Donelly of Chicago, presi- 
dent of Donnelly & Sons 

“You have taken care of the small 
corporation,” said Mr. Greer. “You 
have taken care to an extent of the 








Family builders of business are alarmed about a new tax pro- 
posal. ... Their protests may have an important influence in 


deliberations at the Capitol . 


... The issue splits Democrats 


_... Genesis of the recommendation and objections raised 


are here outlined. 








that 
Objections to the “third basket”—or 
Section 1B—were making an impres- 
The 
Republicans, numbering seven mem- 
bers, were outspoken against it. It 
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and unfortunate,” he explained that 
it would impose on the affected cor- 
porations “an extra or surtax of 20 
per cent of a certain portion of the 
retained surplus, which surplus nec- 
essary for business expansion, al- 
ready has been taxed like other cor- 
porations.” 


AN EXTRA TAX BURDEN 

“Its results,” he contended, “will 
be discriminatory, will tend to cre- 
ate greater monopoly, prevent the 
normal growth of business, increase 
absentee ownership, and will affect 
business activity and employment 
adversely.” 


Among those who protested in the 


large corporation, and as we are 
competing with both the small and 
the large corporations, I cannot see 
any reason why we should be penal- 
ized for the additional 20 per cent.” 


HOW TAX WOULD WORK 
He illustrated: 
“About 
town 


three years our 
business was dull and a col- 


came along with a 


ago in 


lege professor 


proposal for a s:nall chemicai indus- 
try. I financed it to some extent, 
and for a year he and I owned and 
operated it. About two years ago 
two brothers joined us and put some 
money into it, and in fact they now 


have not made any money as yet, 
but if we should be successful, why 
should we have to pay 40 per cent 
against our larger competitor with 
possibly 1,000 stockholders, who is 
only required to pay 20 per cent? 
We cannot pay out all that we make 
in dividends. Some of that money 
must go back into the plant.” 

Representative Vinson (Dem.), of 
Kentucky, contended thatin no case 
would such a corporation have to 
pay more than 31.2 per cent, in view 
of the allowances provided. He 
cited his subcommittee’s report, 
which said that only companies 
owned by 10 persons or less with net 
incomes in excess of $50,000, and 
which distribute less than about 60 
per cent of the income, would be af- 
fected. The Treasury estimated that 
of some 8,500 corporations with net 
incomes in excess of $50,000, not 
more than 1,000 would come under 
the provision. 


PLANT BUILDS EMPLOYMENT 

Mr. Donnelly told how his com- 
pany had “plowed in profits” over 
ten years in new machinery, en- 
abling the employment of 1,060 
more people and a pay roll increase 
of $2,300,000. Existence of such a 
tax would have made this impos- 
sible, he argued, adding: 

“If you are going to encourage 
what I call the middle-class busi- 
ness, which after all is the back- 





A Proposed Plan For Regulation of Industry 


By DONALD R. RICHBERG 
Former Administrator and General 
Counsel of the NRA 
[Continued From Page 9.] 
assured that public interests are be- 
ing safeguarded and that public 

benefits will be produced. 

At the present t!me we face the 
need and I hope the prospect of 
legislation defining more helpfully 
the relations between business and 
the Federal Government. It would go 
far to aid in the improvement of 
business if such legislation would 
tell the business man (to quote a re- 
cent statement of the Attorney Gen- 
eral) “not only what he is forbidden 
to do, but also what he is permitted 
to do.” 


Offers Specific Objectives 
Of Proposed Legislation 


In my opinion there are three spe- 
cific objectives of legislation which 
should be sought: 

1. Monopolistic and unfair prac- 
tices should be more clearly defined, 
both in the interest of enforcement 
and to protect honest efforts to com- 
ply with the law 

2. An administrative body should 
be specifically empowered to pass 
on the prima facie legality of co- 
operative activities ‘through trade 
associations or special agreements) 
so that business organizations can 
undertake a great many programs 
absolutely necessary to protect and 
promote business and employment 














‘6 HEN steel comes in at the door, drudgery 

W ‘ics out by the window,” is the way an 
old saying might be paraphrased to account for 
the widespread and growing popularity of 
household appliances fabricated from steel. 

Washers, driers, ironers and pressers 
heaters, cookers, toasters and bakers... 
and clocks, floor sweepers and scrubbers—these 
and countless other items perfected by designers 
and home economists are examples of the mani- 
fold opportuniti¢s which products of the Weir- 
ton Steel Company offer manufacturers in my- 
riad lines for profitable new business. 


NATIONAL STEEL 


CORPORATION 


PITTSBURGH 


OWNING AND OreratiING—Weirton Steel Company, Weirton, West 

Virginia; Great Lakes Steel Corporation, Detroit, Michitan; 

Hanna Iron Ore Company, Cleveland, Ohio; The Hanna Furnace 
Corporation, Buffalo, N. ¥., and Detroit, Michigan 





fans 








without being subject to undeserved 
prosecutions and penalties. 

3. Administrative approval of co- 
operative agreements should not 
prevent either private parties or the 


government from seeking relief 
through civil suit against any al- 
leged illegal combination. The ad- 


ministrative approval should only 
protect against criminal prosecution 


and civil liability of unknown di- 
mensions for actions of undeter- 
mined illegality 

In conclusion let me say most 


earnestly that business itself can go 
far toward improving and making 
clear the inter-relations and re- 
sponsibilities of business and gov- 
ernment, if business men will stop 
sponsoring legislation for their own 
immediate advantage, but which 
substitutes political regulation for 


self-government; if they will un- 
dertake themselves to eliminate 
evil practices; and if they will 


demand that government 
and encourage those co- 


Aiding the Old, the 


O banish the 
house, to protect helpless chil- 
dren, to give aid to the blind, were 
objectives of the Federal Social Se- 
curity program now tested in part 
by months of operation. 
And such objectives are being at- 


unitedly 
sanction 


tained, according to conclusions 
drawn by the Social Security Board 
from a study of reports returned by 


States in which such programs are 
under These conclusions in- 
dicate 

That the large majority of those 
receiving old age assistance have 
no other form of money income. 

Thai the families to whom aid 
is being given on behalf of de- 
pendant children, represent for 
the most part homes broken by 
the death or absence of the 
father. 
Thai aid to the blind is provided 
in considerable part to individuals 
who suffer under the handicap of 
old age. 


MILLIONS ON THE ROLLS 

Some 2,109,000 persons are now 
being aided in the three categories 
listed: old age assistance (not to be 
confused with old-age pensions); 
aid to dependent children and aid 
to the blind. 

All the States (Virginia not in- 
cluded), the District of Columbia, 
Alaska and Hawaii participate in the 
old age assistance program; 40 of 
them in aid to dependent children; 
and 38 in aid to the bilnd. 

An analysis just issued by the 
Social Security Board is based on 
returns up to June, 1937, and covers 
approximately one-third of the 
present day totals. However, the 
Board asserts this analysis offers a 
representative cross section of those 
being aided by Federal-State pro- 
gram. 


LOCAL AID SUPPLANTED 

Its also indicates, the Board as- 
that the new plan is taking 
over, to a significant degree, obliga- 
tions formerly borne by local and 
private relief agencies, designed to 
hold homes together and to protect 
the integrity of family life. 

Of those accepted under the So- 


way. 


Serts, 


} cial Security Program for old age 


+ operative efforts 


dread of the poor- 


which they are 
ready to carry on under the eyes 
of impartial, competent representa- 
tives of government. 

This is no small issue which I 
have been discussing. Free enter- 
prise and self-government are en- 
joyed today by only a fraction of the 
world’s population. The principles 
of democracy have lost ground 
steadily for a generation through- 
out the world. Whether our children 
shall enjoy the freedom of mind 
and body which has been our her- 
itage may depend in large part on 
the harmony of purpose and unity 
of faith with which business and 
government in these United States 
are able to work together in the 
coming years. 

Before us lies the need and the 
opportunity to establish the endur- 
ing strength of a Responsible De- 
mocracy. We may well pray to God 
that we do not fail! 


Blind and the Child 


assistance about 81 per cent had no 
source of money income. About 5 
per cent earned a little in wages. 
Less than 1 per cent had income 
from investment or pensions. Some 
71 per cent lived in homes where no 
other public aid was received. 

To these aged the allowance is 
adjusted to take account of what- 
ever income they may have. There 
is a wide range of payments ap- 
proved by the States. All but six of 
the States reported grants of as 
much as $30 a month. The general 
average was $20. 


POORHOUSE ELIMINATED 

The Social Security Board points 
out that on basis of evidence re- 
ported by the States the provision 
of old age assistance appears to be 
fulfilling the purpose of enabling old 
people to live out their lives in fa- 
miliar home surroundings. Of the 
total number reported 5,121 of such 
old people had been living in public 
institutions just prior to receiving 
assistance, but only 148 were ex- 
pected to be in such institutions at 
the time their first allowance was 
paid. 

Of the old people considered in 
this study more than four-fifths 
were native born; nearly all the 
others had been naturalized. Of the 
foreign born recipients of aid nearly 
three-fourths came from north or 
central European countries. Most 
States require citizenship as a con- 
dition of eligibility but 15 States re- 
ported assistance to aliens. 
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Dordens 
Common Divipenn 
No. 112 

A quarterly dividend of forty cents 
(40¢) per share has been declared on 
the outstanding common stock of this 
Company, payable March 1, 1938, to 
stockholders of record at the close of 
business February 15, 1938. Checke 
will be mailed 


The Borden Company 
PB. L. NOPTZFL, Treasurer 











0} UT 


—Harris & Ewing 
WAS HE IMPRESSED? 


Representative Vinson of Kentucky, 


Chairman of the House Ways and 

Means Sub-committee, told witnesses 

testifying against the “third basket” 

proposal in tax revision, that so-called 

“closely-held business” would not be 

penalized at the expense of larger or 
smaller corporations. 








bone of our citizenship, you must 
not penalize them over what you 
penalize the big companies or the 
small companies.’ 

Mr. McCormack: “You 
position that operating companies 
that are plowing the money back, 
giving work to others, are perform- 
ing a real service, and that those 
corporations should not be penal- 
ized for the small perceniage who 
are using the corporate form to 
avoid the payment of surtaxes?” 

Mr. Donnelly: “That is my point. 
It ought to be decided by the direc- 
tors of the company and the owners 
that they will retain = sufficient 
money for replacements, for expan- 
sion, for working capital, an insuf- 
ficient additional so that the con- 
cern is not going to go broke, be- 
cause the saddest thing in the world 
is to see an organization that has 
been working for you for years 
thrown out on account of financial 
failure.” 


EXPANSION FUNDS NEEDED 

Whatever the committee or the 
House does about this particular 
recommendation, there appears to 
be a growing belief that the Senate 
will go farther. Chairman Harri- 
son, of the important Senate Fi- 
nance Conimittee, weeks ago ex- 
pressed the hope and belief that 
the entire undistributed profits tax 
“will be modified to permit a cor 
poration, if it desires, to pay from 
its annual earnings, without pen- 
alty, amounts for debt retirement 
and for business expansion 

Epwarp J. Durry. 


take the 


The Question of the Week: 


By HARRY A. MILLIS 


Chairman, Department of Eco- 
nomics, University of Chicago 





[Continued From Page 7.] 
tion is the problem business men 
nay face financing their busi- 
ess until considerable pick-up 
resulting from lower prices reduces 
costs, due to increased volume of 


production 


Wage and price reductions pro- 


vide no easy and sure way out of 
depression. Though in concrete cases 
they are warranted, other things 
must be employed to assist in get- 
ting out of depression 

It is my personal opinion that 
most basic factors in the present 


Situation really no particu- 
lar problem and that the chief 
trouble lies in a very bad psychol- 


present 


ogy. Most business men are jittery 
beyond all reason. They have been 
made so largely by the press and 
by much talk by uninformed per- 
sons and groups—some of them 
with political or cther axes to grind 

What is needed above all else is 
to face facts and to exercise reason 
instead of “seeing things in the 
dark” and acting emotionally. 


By WALTER E. SPAHR 
Professor of Economics, New York 
University 
[Continued From Page 7.] 
demand. Because of the human fac- 
tor invoived in wage questions, the 
tendency has been for politicians 
and labor leaders to attempt to 

avoid these facts. 

Exisiting evidence provides 
quate proof that the present and 
other periods of great unemployment 
rest upon a failure of the fixers of 
artificiaily high 
ognize and to 
of these isstes 

In the depression of 1920-1921, 
wage rates were reduced rapidly and 
drastically, and recovery was rapid 

Following the crash of 1929, wage 
rates, for “humanitarian” reasons, 
were maintained with great rigidity, 
and this h been one of the prin- 
cipal causes of the huge unemploy- 
ment which has followed. 
CONTRAST OF TWO PERIODS 

Wage rates declined 
from the third quarter 
the fourth quarter of 


aae- 


wage rates to rec- 


face the economics 





in one year, 
of 1920 to 
1921, by 22 


per cent. For one year after the 
fourth quarter of 1929, wage rates 
declined only 1.7 per cent From 
the fourth quarter of 1929 to the 
fourth quarter of 1931—two full 
years—wage rates declined only 8 
per cent. And notice this: The in- 


dex of factory employment for the 


year 1932 was 62 as contrasted with 
an average of 82 for 1921. 

President Hoover made a mistake 
and did labor a real disservice in 
1930-1932 by urging employers, for 
reasons, to main- 
tain wage rates. President Roose- 
velt has perpetuated and carried to 
even greater lengths this economic 
fallacy, and, as a consequence, un- 
employment has reached appalling 
figures and has persisted—all in the 
name of humanitariansm! 


President Roosevelt asks that 
other prices be reduced and that 
wage rates be maintained. This 
notion also rests upon unsound 
grounds, principally for the reason 
that wages constitute such a rela- 
tively large proportion of total 
costs and of national income. From 


1929 to 1932, the precentage of total 
national income paid out to labor 
declined only from 65.1 to 64.5. The 
percentage of total income produced, 
which was paid to labor, increased 
from €3.3 to 80.1. In the face of these 


facts, unemployment attained un- 
precedented figures and has per- 
sisted 


“WISHFUL THINKING,” HE SAYS 


These, along with the preceding 
figures, refute the President’s no- 
tions and contentions. He is now 
asking for a continuation of the 
policies that contribute directly to 
an increase in unemployment. The 
Same is true for Mr. Lewis. 

Real humanitarianism does not 
rest upon such statements as: “I 
am opposed to wage reductions”: 
sound in understanding and 
conforming to economic principles, 
The problem is to reduce unemploy- 
ment; the 


it 1s 


President’s program 
would increase it. All that is 
guaranieed by wage rates higher 


than employers can afford to pay 
and still give employment to the 
available supply of labor is unem- 
ployment. 

Unless this Administration and 
labor leaders will abandon wishful 
thinking and loose talk, and concen- 
trate upon the economics of this 
problem, the future promises to be 
dark, tudeed, for labor. business, 
and this country as a whole. 
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A financial statement 
without figures 


Ia the Bell System, the manufacture, purchase and distribution of 


equipment are centralized in one organization—Western Electric 


From these large scale operations, important economies have re- 
sulted, and have made possible repeated reductions in Western Electric 
prices to the Bell Companies, even in times when the general price 
trend has been upward. 

Western Electric's established policy is to set the lowest prices 
consistent with fair wages to its employees, a fair return on the money 
invested in the business, and the maintenance of the Company's 
financial stability. 

The proof that this policy has been observed is that for the pase 
twenty years the Company's rate of return on its investment has 


averaged less than seven percent. 


Western Electric 


BELL SYSTEM SERVICE IS BASED 
ON WESTERN ELECTRIC QUALITY 
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“In Proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 


The Waited States ems 


Vol. 6, No. 5 January 31, 1938 





“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 
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American business men who were urging the Ad- 

ministration to turn to the right were prepared 
to do any turning toward the left, or at least toward the 
middle, and whether they were going to insist upon the 
supposed 100 per cent rightness of their position. I yn- 
dertook to point out the fundamental mistakes and falla- 
cies in the labor platform offered by the National Asso- 
ciation of Manufacturers in its annual convention. 

The adverse mail I received has been a great surprise to 
me. I had thought that business men were further ad- 
vanced on the subject of collective bargaining than they 
really are. I had believed they would come to see the Wag- 
ner Act as having settled at least one thing finally, that is, 
the unilateral right of employees to organize in whatever 
way they please without interference of any kind whatso- 
ever by employers. I had hoped employers would see that 
the real issue is not recognition of the unions but the 
decent use of economic power by groups of employees or 
employers once recognition is universally extended. 

My own view is that the manufacturers should be per- 
suaded to accept as a matter of sensible tactics the Wag- 
ner Act as it is without any changes in what is already 
written therein but with proper additions that seek to cor- 
rect abuses not covered in the original Act. These abuses 
are mentioned in the preamble and the additions to the 
law should not interfere with or attempt to frustrate di- 
rectly or indirectly what is granted now to labor by the 
National Labor Relations Act. 


WAGNER ACT 


FEW weeks ago | wrote an article on this page 
entitled “Toward the Middle,” asking whether 


It might ordinarily take two or 
three years before labor, which 
has such a strong veto power in 


SHOULD HAVE 
Congress, would permit even 
A FAIR TRIAL + ig additions to which 1 refer, 


namely provisions as to strike prevention such as we al- 
ready have in the National Mediation Act governing rail- 
roads. Labor is not yet ready to trust a reopening of the 
Wagner Act to any additions for fear this will merely be 
an effort to tear down what is already there. 

Meanwhile, labor strife causes unnecessary interrup- 
tions to production, and the laudable purposes set forth 
in the preamble of the Wagner Act are not achieved. So 
far as I am concerned, I would be willing to see the Wag- 
ner Act left untouched during a brief period of evolution 
in which we endeavor to See to it that state government 
powers over various kinds of physical coercion are more 
effectively applied. We seem to have forgotten that state 
laws, properly enforced, can and should prevent violence 
or coercion or intimidation in labor relations. 

What can, however, be done at once? Are we to drift 
along with acrimonious controversy and litigation as our 
only chart, seeking in that long drawn out way to define 
more precisely the rights and obligations of each group in 
the economic world? If it be true, as I firmly believe, that 
labor unions will develop responsibility when they have 
a genuine opportunity to exercise responsibility, is not 
our real job to bring this subject into the open for helpful 
discussion and disinterested fact-finding ? 


SHOULD CALL 


The basic need is for a nation- 
wide campaign of education on 
the actual facts and issues of past 


A CONFERENCE 
OF LEADERS disputes as well as current ones, 
I was much impressed by the his- 


torical memorandum on frustration of collective bargain- 
ing filed by the Labor Board as a part of its brief before 
the Supreme Court last year when the Wagner Act was 
upheld. Most business men never read it. But the Su- 
preme Court did. 

I do not share much of the criticism of the Labor Board 
itself which is voiced by so many business men. The Board 
is merely doing what the law commands. I do think 
the Board’s administrative procedure needs considerable 
improvement and that better rules for evidence-taking 
should be devised for the conduct by trial examiners of 
hearings on complaints. But I am convinced that the 
Board in general is carrying out the purposes of the Act 
and that 75 per cent of the controversies before the Board 
would not be docketed at all if business men sincerely 
accepted collective bargaining, crossed that bridge, and 
devoted themselves to the problem of the proper use 
of economic power by labor organizations and by business 
corporations alike. 

The prevention of strikes is the paramount question 
facing our social order today, and a prolific cause of 
strikes is a lack of understanding of, if not respect for, la- 
bor’s rights as well as management's responsibilities. 
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By DAVID LAWRENCE 


Here, then, is a suggestion: Let the Senate and House 
Committees on Labor call a national conference in the na- 
ture of a capital-labor clinic. Let it be composed of a panel 
or commission of seven non-political persons, three to be 
designated by agreement among such organizations as 
the Chamber of Commerce of the United States and the 
National Association of Manufacturers, and three to be 
designated by the A. F. of L., the C. I. O. and the rail- 
road brotherhoods, respectively. Let the seventh mem- 
ber or chairman be chosen by the President. My 
suggestion for chairman would be either Vice President 
Garner or Senator Walsh of Massachusetts, or Protessor 
Leo Wolman of Columbia, or Governor Frank Murphy 
of Michigan. 


FORMULA FOR 


The purpose of this panel 
would be to sit as a committee 
which would invite witnesses to 


THE REVIEW 
come before it and testify on spe- 
OF CONFLICTS cific subjects relating to employ- 


er-employee relations, beginning with controverted prac- 
tices in collective bargaining. Other subjects should in- 
clude causes and remedies for jurisdictional disputes, the 
problem of discharge and discrimination for union activ- 
ity as well as the problems growing out of picketing, boy- 
cotts, etc., as covered by state laws. 

Much of the history of all these subjects is unfamiliar 
to present-day public opinion and yet the legal evolution 
is based on economic practices that have compelled gov- 
ernmental intervention in the past. To air the whole sub- 
ject by permitting witnesses from all groups to be inter- 
rogated publicly and cross-examined constructively by 


“any members of such a panel would mean a nation-wide 


study of labor relations as a background and preparation 
for whatever legislation must eventually be enacted by 
the federal government and the states to bring about a 
better adjustment of employer-employee relations. 

In a sense, this plan is an adaptation of an idea which 
was used by President Wilson in December, 1919. At that 
time a capital-labor conference was called in which com- 
mittees of ten to fifteen persons represented each of three 
groups—Capital, Labor, and the Public. I attended every 
one of these sessions and became convinced then that the 
mistake was made in asking the three groups to negotiate 
in public an actual agreement on those fundamentals on 
which there had been no real disclosure of the facts except 
as always in the heat of strike controversies when pas- 
sions are aroused and there is more feeling than thinking. 


VITAL NEED IS The plan herein proposed 

should involve no compulsion 
TO ESTABLISH whatsoever to bring in a report 
COOPERATION 


or to reach an agreement on prin- 

ciples unless the conference vol- 
untarily decides to do so. My belief, however, is that a na- 
tional clinic of this kind would do much toward bringing 
out into the open the facts which so many employers them- 
selves do not know, and the facts which so many labor 
leaders will have to meet within their own ranks if demo- 
cratic unionism is to succeed in applying self-discipline. 

The calling of a national conference would in my judg: 
ment do much to build up the spirit of cooperation among 
various groups so necessary in grappling with the prob- 
lems of 1938. It would doubtless be received by the coun- 
try as a start toward getting at fundamentals instead of 
drifting along with the painful processes of attrition. 

“But,” say certain employers, “we already know the 
Wagner Act is one-sided; we want it amended now and 
no further proof on that point is necessary.” 

Let us see if this is true. Take, for instance, the most 
commonly offered suggestion from employer sources, 
namely that the Wagner Act should be amended to pro- 
hibit “coercion from any source.” On its face, this ap- 
pears to be merely a balancing of the present clause of 
the Wagner Act which prohibits coercion of employees 
by employers. But actually the inclusion of the phrase 
“coercion from any source” would vitiate one of the most 
important principles of our system of government so 
steadfastly championed by the employers themselves. 

This is because to add “coercion from any source”’ would 
put upon the federal government a broad police power 
now possessed constitutionally only by the several states. 
If union organizers intimidate workmen or employees 
coerce fellow-employees this is an act of violence or near- 
violence which properly falls under the police powers of 
state and city governments. It is no business of the fed- 
eral government. 

Careful examination will reveal that the federal govern- 
ment through the Wagner Act seeks to restrain economic 


NeepeD: A CAPITAL-LABOR CLINIC 


Congress Should Avoid a Partisan Investigation and Instead Authorize an Inquiry by a Tribunal of 
Non-Political Persons—The Acts of the Board Can Be Reviewed by the Courts But the : 
Merits of the Law Itself Should Be Studied by a National Commission SA 
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coercion primarily and at present only when exercised by 
employers. Here is a valid exercise of federal power when 
touching businesses engaged in or affected by interstate 
commerce. 


MUST UPHOLD 


The Wagner Act, in order to 
be a balanced statute, should 
therefore be amended some day 


LABOR’S RIGHT 
to prevent the wrongful exercise 
TO BARGAIN of economic coercion by national 


labor groups not interfering, however, with the activities 
of individual workers or union organizers. Labor unions 
like huge corporations wield such economic power across 
state lines nowadays that neither can hope to escape cer- 
tain forms of social control imposed by democratic so- 
ciety. 

Thus for a long time the individual right to quit work 
has been accepted as a constitutional immunity. It ought 
never to be abridged. But this is a far cry from giving to 
an economic group—a national or regional labor union— 
the right to order men to quit work. The National Me- 
diation Act governing labor relations on the railroads 
qualifies the right to quit work when it applies to organ- 
ized groups. The principle is so sound that it ought to be 
added to the Wagner Act as a means of cutting down the 
number of strikes, if not eliminating altogether those 
strikes which are called without a vote of the member- 
ship, or the strikes which are imposed before the orderly 
processes of conciliation that ought to be prescribed by 
law have had a chance to function in the public interest. 

It is economic coercion by any party which must be 
curbed, especially when used in any unsocial sense. But 
to amend the Wagner Act so as to enable employers to 
enjoin the activities of individual union organizers or to 
frustrate collective bargaining or to interfere even by in- 
direction with the desire of workers to band themselves 
in a labor union is a fundamental error and represents no 
progress toward peace. 

The investigation of the Labor Board now being sought 
by Senator Burke of Nebraska, is an incident growing out 
of the unfamiliarity of the public with the operations of 
a board which is directed by specific words of a statute to 
carry on certain investigations and prosecutions. If these 
cases are unpalatable to the public, the remedy lies not in 
investigating a board which has tried to interpret the will 
of Congress, but to investigate the whole subject and es- 
pecially the nature and causes of disputes that have arisen 
under the Act itself. Then the Board would not be on 
trial but the statute itself would. 

Many employers doubtless see in the proposed investi- 
gation asked for by Senator Burke an opportunity to dis- 
credit the Labor Board when they do not venture to ask 
frankly for a repeal or amendment of the Act or to state 
and defend their amendments. 

Of one thing we are certain— 


DISINTERESTED 

the CIO and the AFL may be 
FACTUAL STUDY fighting over certain phrases and 
WOULD HELP clauses in the Wagner Act, but 


they will never be parties to the 
breakdown of the only statute which has ever guaranteed 
them freedom to organize. 

Sniping at the Wagner Act by trying to cut down the 
appropriations of the Labor Board, or by filing charges 
against the members of the Board or by seeking to be- 
cloud the main issue by reference to specific mistakes made 
here and there by over-zealous examiners or attorneys in 
the working out of a new and hitherto untried law, is not 
going to advance the cause of better relations between 
workers and management. 

What is needed is a disinterested study of the facts. 
Are employers really trying to evade collective bargaining 
responsibilities? Are they using hidden devices or strata- 
gems to dominate their workers’ organizations? Are 
unions unduly interrupting production? These things 
should be developed by a broad-gauged inquiry. 

As for the administrative operations of the Board, the 
Circuit Courts of Appeals constitute a reviewing tribunal 
through which must come limitations on over-zealousness 
or mistaken interpretations of the law itself. 

Let not the mistake of the Senate Civil Liberties Com- 
mittee be repeated where evidence relating only to one 
class of civil liberty offenses was gathered. Let the pro- 
posed investigation expose to public view all aspects of 
labor relations and let the inquiry be conducted in a fair 
and constructive manner. In this way alone—by expos- 
ure of the facts to the healthful air of public opinion—can 
progress be made toward the adjustment of relations be- 
tween management and men. 



































